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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


WEDNESDAY, JANUARY 30, 1952 


Unirep States SENATE, 

CoMMITTEE ON EXPENDITURES 

IN THE Executive DePARTMENTs,' 
Washington, D:¢, 

The committee met, pursuant to call, at 10:15 a. m., in room 357, 
Senate Office Building, Senator John L. McClellan (chairman) presid- 
ing. 

Present: Senators McClellan, Hoey, O’Conor, Humphrey, Under- 
wood, Moody, Mundt, Smith of Maine, and Dworshak. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, as- 
sistant chief clerk;.and Herman C. Loeftiler, professional staff mem- 
ber. 

The Cuairman. The committee will come to order. 

The Chair desires to make an opening statement. On January 14, 
1952, the President, pursuant to the Reorganization Act of 1949, trans- 
mitted to the Congress Reorganization Plan No. 1 of 1952. 

This plan proposes a reorganization in the Bureau of Internal 
Revenue of the Department of the T reasury, and was referred to this 
committee. 

Under the terms of the Reorganization Act of 1949, this plan will 
go into effect 60 days after the date of its transmission, midnight 
March 14, 1952, unless a resolution of disapproval is passed by a con- 
stitutional majority of either House of Congress prior to that date.’ 
No resolution of disapproval has yet been introduced in the Senate.* 

It is the policy of this committee to study and report on all reor- 
ganization plans referred to it, irrespective of whether any resolu- 
tion of disapproval is introduced in the Senate. In keeping with that 
policy, these committee hearings have been scheduled. It is hoped 
that in the course of these hearings, facts and information will be de- 
veloped that will enable this committee and the Senate to adequately 
evaluate the merit or lack of merit of this proposal. 

The committee is interested in ascertaining whether this proposed 
reorganization will correct the deplorable conditions recently re- 
vealed as existing in the Bureau of Internal Revenue, how this reor- 
ganization will improve management, establish greater efficiency, and 
promote economy, and whether its provisions are adequate to prevent 
a recurrence of abuses and scandals that have heretofore been exposed. 

The committee welcomes and solicits from both proponents and op- 
ponents of the plan and from other competent witnesses any views, 
information, or suggestions that will be helpful to it in making a fair 
appraisal of this reorganization plan. 


1Changed to Committee on Government Operations, March 3, 1952 


2H. Res. 494, disapproving Reorganization Plan No. 1 of 1952, failed of passage in the 
House of Representatives January 30, 1952. 
S. Res, 285 was introduced on February 27. See p. 231 
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Only 2 days of public hearings have thus far been scheduled by the 
committee. During these 2 days the committee will undertake to hear 
officials of the Government and others in support of the plan. Fur- 
ther hearings will then be scheduled to hear witnesses if any who may 
oppose the plan. 

At this point and before we proceed with the testimony, I should 
like to insert in the record of the hearings: 

First, the message of transmittal of the President, and Reorgani- 
zation Plan No. 

Second, the President’s statement on the plan, dated January 
1952; 

Third, a letter from the Secretary of the Treasury dated January 7, 
1952, and attachments; and 

Fourth, a letter from the Secretary of the Treasury dated January 
15, 1952, relative to certain misconceptions as to the intent of Reor- 
ganization Plan No. 1. 

Following that there will be inserted in the record two memoran- 
dums prepared by the staff of this committee relating to the plan. 

{ The documents referred to above are as follows :) 


oS 


~~. 


[H. Doe. No. 327, 82d Cong., 2d sess.] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING REORGANIZA- 
rION PLAN NO. 1 OF 1952, PROVIDING FoR REORGANIZATIONS IN THE BUREAU OIF 
INTERNAL REVENUE OF THE DEPARTMENT OF THE TREASURY, PREPARED IN ACCORD- 
ANCE WITH THE REORGANIZATION AcT oF 1949 


To the Congress of the United States: 


I transmit herewith Reorganization Plan No. 1 of 1952, prepared in accordance 
with the Reorganization Act of 1949 and providing for reorganizations in the 
sureau of Internal Revenue of the Department of the Treasury. 

A comprehensive reorganization of that Bureau is necessary both to increase 
the efficiency of its operations and to provide better machinery for assuring 
honest and impartial administration of the internal revenue laws. The re- 
organiz ae plan transmitted with this message is essential to accomplish the 
basic changes in the structure of the Bureau of Internal Revenue which are 
necessary Som the kind of comprehensive reorganization that is now required. 

$v bringing additional personnel in the Bureau of Internal Revenue under 
the merit system, Reorganization Plan No. 1 likewise removes what the Com- 
mission on Organization of the Executive Branch of the Government described as 
“one of the chief handicaps to effective organization of the Department * * *,” 

It is my determination to maintain the highest standards of integrity and 
efficiency in the Federal service. While those standards have been observed 
faithfully by all but a relatively few public servants, the betrayal of their 
trust by those few demands the strongest corrective action. 

The most vigorous efforts are being and will continue to be made to expose 
and punish every Government employees who misuses his official position. But 
we must do even more than this. We must correct every defect in organization 
that contributes to inefficient management and thus 
for improper conduct. 

The thorough reorganization of the Bureau of Internal Revenue which I 
propose will be of great help in accomplishing all of these ends. It is an 
integral part of a program to prevent improper conduct in public service, to 
protect the Government from insidious influence peddlers and favor seekers, to 
expose and punish wrongdoers, and to improve the management and efficiency 
of the executive branch. 

I am confident that the Congress and the public are as deeply and earnestly 
concerned as I am that the public business be conducted entirely upon a basis of 
fairness, integrity, and efficiency. I therefore hope that the Congress will give 
speedy approval to Reorganization Plan No. 1, in order that we may move ahead 
rapidly in achieving the reorganization of the Bureau of Internal Revenue. 

The task of collecting the internal revenue has expanded enormously within 
the past decade. This expansion has been occasioned by the necessary additional 
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taxation brought on by World War II and essential postwar programs. In fiscal 
year 1940, tax collections made by the Bureau of Internal Revenue were slightly 
over 514 billions of dollars; in 1951, they totaled almost 50% billions. In 1940, 
19 million tax returns were filed; in 1951, 82 million. In 1940, there were 22,- 
000 employees working for the Bureau; in 19% 51, there were 57,000. 

Throughout this tremendous growth, the structure of the revenue-collecting 
organization has remained substantially unchanged. The present field structure 
of the Bureau of Internal Revenue is comprised of more than 200 field offices 
which report directly to Washington. Those 200 offices carry out their functions 
through more than 2,000 suboffices and posts of duty throughout the country. 
The Washington office now provides operating supervision, guidance, and control 
over the principal field offices through 10 separate divisions, thus further adding 
to the complexities of administration. 

Since the end of World War II, many procedural improvements have been made 
in the Bureau’s operations. The use of automatic machines has been greatly 
increased. The handling of cases has been simplified. One major advance is 
represented by the recently completed arrangements to expedite criminal prosecu- 
tions in tax-fraud cases. In these cases, field representatives of the Bureau of 
Internal Revenue wil make recommendations for criminal prosecutions directly 
to the Department of Justice. These procedural changes have increased the 
Bureau’s efficiency and have made it possible for the Bureau to carry its enor- 
mously increased workload, However, improvements in procedure cannot meet 
the need for organizational changes. 

Part of the authority necessary to make a comprehensive reorganization was 
provided in Reorganization Plan No. 26 of 1950, which was one of several 
uniform plans giving department heads fuller authority over internal organiza- 
tions throughout their departments. The studies of the Secretary of the 
Treasury have culminated since that time in a plan for extensive reorganization 
and modernization of the Bureau. However, his existing authority is not broad 
enough to permit him to effectuate all of the basic features of the plan he nas 
developed. 

The principal barrier to effective organization and administration of the 
Bureau of Internal Revenue which plan No. 1 removes is the archaic statutory 
office of collector of internal revenue. Since the collectors are not appointed 
and cannot be removed by the Commissioner of Internal Revenue or the See- 
retary of the Treasury and since the collectors must accommodate themselves 
to local political situations, they are not fully responsive to the control of their 
superiors in the Treasury Department. Residence requirements prevent mov- 
ing a collector from one collection district to another, either to promote im- 
partiality and fairness or to advance collectors to more important positions. 
Uncertainties of tenure add to the difficulty of attracting to such offices persons 
who are well versed in the intricacies of the revenue liws and possessed of 
broad-gaged administrative ability. 

It is appropriate and desirable that major political offices in the executive 
branch of the Government be filled by persons who are appointed by the Presi- 
dent by and with the advice and consent of the Senate. On the other hand, 
the technical nature of much of the Government's work today makes it equally 
appropriate and desirable that positions of other types be in the professional 
career service. The administration of our internal-revenue laws at the local level 
calls for positions in the latter category. 

Instead of the present organization built around the offices of politically ap- 
pointed collectors of internal revenue, plan No. 1 will make it possible for the 
Secretary of the Treasury to establish not to exceed 25 district offices. Each 
of these offices will be headed by a district commissioner who will be respon- 
sible to the Commissioner of Internal Revenue and will have full responsibility 
for administering all internal-revenue activities within a designated area. In 
addition, all essential collection, enforcement, and appellate functions can be 
provided for in each local area and under one roof so far as is practicable. 
[t is not proposed to discontinue any essential facilities which now exist in any 
local areas. Rather, the facilities will be extended and the service to taxpayers 
improved. These new arrangements should make it possible for the individual 
taxpayer to conduct his business with the Bureau much more conveniently and 
expeditiously. 

In addition to making possible greatly improved service to the taxpayer, the 
establishment of the district offices will provide opportunity in the field service 
of the Bureau of Internal Revenue for the development of high-caliber adminis- 
trators with experience in all phases of revenue administration. These offices 











4 REORGANIZATION PLAN NO. 1 OF 1952 


will be the backbone of a modern, streamlined pattern of organization and opera- 
tions with clear and direct channels of responsibility and supervision from 
the lowest field office to the Commissioner, and through him to the Secretary 
of the Treasury. The creation of this new framework of district offices is a 
necessary step in carrying out the over-all reorganization of the Bureau. 

Plan No. 1 also makes it possible to provide a new framework of supervisory 
offices in the headquarters of the Bureau of Internal Revenue. Under plan 
No. 1, the offices of Deputy Commissioner, Special Deputy Commissioner, and 
Assistant Commissioner are abolished. Three Assistant Commissioners, all in 
the classified civil service, are authorized, and will be available, to perform 
such functions as may be assigned to them. ‘The intention of the Secretary of 
the Treasury under the comprehensive reorganization is to utilize one Assistant 
Commissioner to assist the Commissioner of Internal Revenue in supervising 
the operations of the district offices, another Assistant Commissioner to aid 
in the preparation of technical rulings and decisions, and the third Assistant 
Commissioner to supervise for the Commissioner the inspection activities of 
the Bureau. 

Two additional advantages will be obtained when the reorganization around 
this new framework is completed. 

First, the strong inspection service under the Secretary is establishing will 
keep the work of the Bureau under close and continuous observation. Work- 
ing under the direct control of the Commissioner of Internal Revenue, it will 
ve responsible for promptly detecting and investigating any irregularities. 

Second, the new pattern of organization will strengthen and clarify lines of 
responsibility throughout the Bureau, thus simplifying and making more 
effective and uniform the management control of the organization. This is 
essential in any effort to provide our principal revenue collection agency the 
best possible administration. 

In order to eliminate Presidential appointment and senatorial confirmation 
with respect to the Assistant General Counsel for the Bureau of Internal Revenue. 
and in order to provide a method of appointment comparable to that obtaining 
in the case of other assistant general counsel of the Department of the Treas- 
ury, plan No. 1 abolishes that office and provides in lieu thereof a new office of 
Assistant General Counsel with appointment under the classified civil service 

The success of the reorganization of the Bureau of Internal Revenue will 
to a considerable extent depend upon the ability to attract the best qualified 
persons to the key positions throughout the Bureau. In order to do so, it is 
necessary to make provision for more adequate salaries for such key positions. 
Plan No. 1 establishes in the Bureau of Internal Revenue a maximum of 70 
offices with titles determined by the Secretary of the Treasury. Those offices 
are in addition to the offices with specific titles also provided for in plan No. 1 
and to any positions established under other authority vested in the Depart- 
ment of the Treasury. The compensation of these officials will be fixed under 
the Classification Act of 1949, as amended, but without regard to the numerical 
limitations on positions set forth in section 505 of that act. This provision will 
enable the Chairman of the Civil Service Commission, or the President, as the 
case may be, to fix rates of pay for those offices in excess of the rates established 
in the Classification Act of 1949 fer grade GS-15 whenever the standards of 
the classification laws so permit. 

All organizational changes under plan No. 1 will be put into effect as soon 
as if is possible to do so without disrupting the continued collection of revenue 
Plan No. 1 will in any event be effective in its entirety no later than December 
1, 1952. 

The taking effect of the reorganizations provided for in Reorganization Plan 
No. 1 of 1952 will make possible many benefits in improved organization and 
operations which may be expected to produce substantial Savings in future 
years. Those savings should not be expected to be reflected in an immediate re- 
duction in expenditure by the Bureau of Internal Revenue but in an improved 
service to the public and a more efficient collection of revenue. 

It should be emphasized that abolition by plan No. 1 of the offices of collectors 
and others will in no way prejudice any right or potential right of any tax- 
payer. The abolition of offices by plan No. 1 will not abolish any rights, privileges, 
powers, duties, immunities, liabilities, obligations, or other attributes of those 
offices except as they relate to matters of appointment. tenure, and compensa 
tion inconsistent with plan No. 1. Under the Reorganization Act of 1949, all 
of these attributes of oftice wiil attach to the office to which the functions of the 
abolished office are delegated by the Secretary of the Treasury. 
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After investigation, I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 1 of 1952 is necessary to accomplish one 
or more of the purposes set forth in section 2 (a) of the Reorganization Act 
of 1949. 

I have found and hereby declare that it is necessary 
panying Reorganization Plan No. 1, by reason of reorganizations made thereby, 
provisions for the appointment and compensation of the officers specified therein. 
(he rates of compensation fixed for these officers are not in excess of those which 
| have found to prevail in respect of comparable officers in the executive branch. 

I cannot emphasize too strongly the importance which should be attached to 
he reorganization plan that I am now transmitting to the Congress. The fair 
nd efficient administration of the Federal internal-revenue laws is of vital 
concern to every citizen. All of us have a right to insist that the Bureau of 
internal Revenue be provided with the finest organization that can be devised. 
\ll of us are entitled to have that organization manned by personnel who get their 
obs and keep them solely because of their own integrity and competence. This 
reorganization plan will be a major step in achieving those objectives 

HARRY S. TRUMAN 


to include in the accom- 


Tur WHITE House, January 14, 1952. 
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Senate and the House of Representatives 


sions of the Reorganiza 


Prepared by the President and transmitted to the 
in Congress assembled, January 14, 1952, pursuant 
tion Act of 1949, approved June 20, 1949 


BUREAU OF INTERNAL REVENUI 


SECTION 1 1bolition of existing offices—There are abolished the offices of 


Assistant Commissioner, Special Deputy Commissioner, Deputy Commissioner, 
Internal Revenue, Collector, and 


Assistant General Counsel for the Bureau of 
3905, 3910, 3931, 3941, and 3990, 


Deputy Collector, provided for in sections 
respectively, of the Internal Revenue Code. 
sentence shall become effective with respect to each office 
such time us the Secretary of the Treasury shall specify, but in no event 
than December 1, 1952. The Secretary of the Treasury shall make such provi- 
sions as he shall deem necessary respecting the winding up of the affairs of any 
tlicer whose office is abolished by the provisions of this section 

SEC. 2. Hstablishment of new offices —(a) New offices are hereby established 
n the Bureau of Internal Revenue as follows: (1) Three officers each of which 
shall have the title of “Assistant Commissioner of Internal Revenue”; (2) so 
nany offices, not in excess of twenty-five existing at any one time, as the Secretary 

the Treasury shall from time to time determine, each of which shall have the 

and (8) so many other 
offices, not in excess of seventy existing at any one time, and with such title or 
titles, as the Secretary of the Treasury shall from time to time determine. 

(b) There is hereby established in the Department of the Treasury a new and 
\lditional office which shall have the title “Assistant General Counsel.” 


Sec. 3. Appointment and compensation.—Each Assistant Commissioner and 
Counsel, and each other officer 


The provisions of the foregoing 
abolished thereby at 


later 


tle of “district Commissioner of internal revenue” 


strict commissioner, the Assistant General 
provided for in section 2 of this reorganization plan shall be appointed by the 
Secretary of the Treasury under the classified civil service and shall receive 
colnpensation which shall be fixed from time to time pursuant to the classification 
iws, 2S now or hereafter amended, except that the compensation may be fixed 
vithout regard to the numerical limitations on positions set forth in section 505 
of the Classification Act of 1949, as amended (5 U. S. C. 1105). 

Sec. 4. Transfer of functions.—There are transferred to the Secretary of the 
lreasury the functions, if any, that have been vested by statute in officers, 
gencies, or employees of the Burean of Internal Revenue of the Department 
‘the Treasury since the effective date of Reorganization Plan No. 26 of 1950 
15 F. R. 4935). 

STATEMENT BY THE PRESIDENT 
JANUARY 2, 1952. 

After extensive study of the matter with the Secretary of the Treasury, I 

have decided to institute a sweeping reorganization of the Bureau of Internal 


RKevyenue 
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This reorganization is part of a program to prevent improper conduct in the 
public service, to protect the Government from the insidious influence peddlers 
and favor seekers, and to expose and punish any wrongdoers. It is one of a 
series of actions I am taking to insure honesty, integrity, and fairness in the 
conduct of all Government business. It is another step to promote responsible 
and efficient management in the executive branch. 

Some of the changes basic to the reorganization will require a reorganization 
plan. To accomplish this I propose to submit such a plan to the Congress when 
it reconvenes. Other of the changes can be accomplished by administrative 
action. I have directed the Secretary of the Treasury to proceed with these 
immediately with a view to placing the full plan in effect as soon as possible, 

In addition to the reorganization of the Bureau of Internal Revenue, | expect 
to take further administrative action and to make other recommendations to 
the Congress to insure complete integrity in the operations of the Government. 

Some persons in the Bureau of Internal Revenue have betrayed the public 
trust reposed in them. The revelation of that fact has come as a shock to all 
decent citizens, I have directed that every effort be made to expose and punish 
Such persons wherever they may be found. I intend to have the highest standards 
of integrity maintained in the Federa] Service. Those standards are high now 
and have been observed faithfully by the overwhelming majority of our 
servants. 

We must rid the Government of any employees who misuse their official posi- 
tions for personal gain. Equally important, we must correct any conditions 
which make it possible for such practices to exist. I believe that this reorgan. 
ization will be of great help in achieving both of these purposes. 

The following major changes in the Bureau of Internal Revenue will be made 
by this reorganization : 

1. The offices of the 64 collectors of internal] revenue will be abolished. 

<. Only one officer, the Commissioner of Internal Revenue, will be appointed 
by the President by and with the advice and consent of the Senate. All other 
positions will be filled through civil service, 

3. All operating functions of the Bureau will be placed in not more than 25 
district offices, each headed by a district commissioner. All field activities in 
each district will be under the jurisdiction of the district commissioner, and 
he alone will be responsible to the Commissioner in Washington. The 
complex system under which more than 200 separate field officers report di- 
rectly to Washington will thus be abolished. Taxpayers hereafter can look to the 
district commissioner or his local representative asthe official j 
charge of all Federal tax matters in the district 


public 


Y eer 
present 


in complete 


4. A strong, vigorous inspection service will be established and will be made 
completely independent of the rest of the Bureau. Through a comprehensive 
System of audits and inspections, this service will keep operations and manage- 
ment of the Bureau under continual security and appraisal. It will have the 
responsibility, coupled with full authority, of detecting and investigating any 
irregularities. It will be alert to the practices of the influence peddlers and fixers. 
There will be an inspection office in each district under a chief inspector who 
Will he independent of the district commissioner. In view of its importance, the 
Nation-wide direction of the inspection service will be the sole responsibility 
of one of the three Assistant Commissioners of Internal Revenue 

5. Pureau headquarters at Washington will be reorganized and its operating 
functions further decentralized. Three \ssistant Commissioners Will replace 
the present intricate structure of supervision. One will be in charge of the 
inspection service, Another wil] be in charge of field operations. A third will be 


responsible for technical matters such as preparation and issuance of t: 


ax forms, 
regulations, and rulings. 

6. More adequate salaries will be paid to officials responsible for administé ring 
the revenue service, We must try to obtain and hold the services of the best 


qualified persons in this highly intricate and technical field of Gover ment. 

The Bureau of Internal Revenue has grown from a small organization to one 
employing about 57.000 persons. The greater part of this growth occurred 
between 1941 and 1947. In those war years the rapidly expanding Bureau had 
to work under a century’s accumulation of laws, administrative divisions, and 
obsolete procedures, While much has been done to simplify the Burean’s « pera- 
tion since the war, more fundamental changes are needed now. 

In asssessing the current problems of the revenue service, we should not over- 
look its high achievements in the face of the tremendous burdens rapidly piled 
upon it in recent years. Never in the history of this or any other country has 
a sovernment organization been required to deal with such mounting technical 
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responsibilities. The manner in which the revenue service has met its tremen- 
dous duties is a tribute to the thousands of its loyal and faithful servants 

The reorganization is intended to preserve the best of that tradition and mold 
it administratively to achieve even higher goals. It is based on the recoznition 
that the very solvency of our country depends in part upon the integrity of the 
revenue service. 

The greatly increased tax collections necessary to support our defeuse effort 
are placing more and more heavy responsibilities upon the Bureau of Iniernal 
Revenue. This fact alone makes it especially urgent that we give the Bureau 
the best organization and management that can be obtained. We must move 
ahead rapidly in accomplishing this. I therefore hope that the Congress will 
give speedy approval to the reorganization plan which I am submittin 

The new, streamlined revenue service will have clear, direct channels of re- 
sponsibility and supervision from the lowest field office to the Commissioner. 
It will be thoroughly inspected and controlled from top te bottom to assure 
complete integrity and fidelity in its operations. I am confident that it will 
give the taxpaying public the soundest and most efficient tax system that we 
can provide. 

It is my intention to make the Bureau of Internal Revenue a blue ribbon 
civil-service career organization. I intend to make it a service in which all of 
us can place genuine confidence and have justified pride. I hope that I will 
have the full support of the Congress and of the public in bringing this about 


en eo 


THE SECRETARY OF THE TREASURY 
Washington, January 7, 1952 

My Drar SENATOR MCCLELLAN: As you know, the President upon my recom- 
mendation, announced last Wednesday that a sweeping reorganization of the 
Bureau of Internal Revenue would be submitted shortiy to the Congress. 

The President’s plan has four principal purposes: 

(a) To make the Bureau a blue-ribbon career service in which all positions 
under the Commissioner will be filled solely in accordance with the civil-service 
merit system based upon the highest standards of competence, integrity, and 
loyalty 

(vb) To provide a continuing and thorough day-to-day check on the performance 
and conduct of all Bureau employees by the creation of an inspection service 
which will function independently of the rest of the Bureau 

(c) To streamline the immense operations of the Bureau by placing full re- 
sponsibility for all field activities in a given geographical district under a dis- 
trict commissioner Who will have a clear and direct line of authority and account- 
ability to the Commissioner in Washington. 

(d@) To assure improved service and greater convenience to the taxpayer by 
making it possible for him to look to the district commissioner or his local 
representative as the official in complete charge of all Federal tax matters in the 
taxpayer's locality. 

I will not attempt in this letter to set down the details of the proposed new 
organizational structure of the Bureau. The Presidential message and ac- 
companying documents will do some of that. And, of course, we later expect to 
provide the appropriate congressional committees with complete data. At this 
time, however, I am anxious that you have this preliminary information con 
cerning the outline and objectives of the plan. 

The proposed plan emerged as the result of several years of intensive study 
of the operations of the Bureau by the President, myself, and other Treasury 
officials, Bureau officials, private management engineering experts, the House 
Appropriations Committee staff, the Advisory Group of the Joint Committee on 
Internal Revenue Taxation, the Hoover Commission, and others. The plan is 
the culmination of a long series of operating improvements which Treasury and 
Bureau management staffs have put into effect over the years past and which are 

et out specifically year by year in one of the enclosed documents. 

I know well what great demands there will be on your time during the days 
immediately ahead, but, in view of the importance of tax administration to the 
security of our country and of your own interest in the problems of our tax 
agency, I wanted to lay before you at the earliest opportunity the documents and 
organization chart which I have enclosed with this letter. 

Very truly yours, 
JOHN W. SNYDER, 
Secretary of the Treas 
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GENERAL NATURE OF REORGANIZATION PLAN NO. 1 OF 1952 


At the top will be the Commissioner of Internal Revenue who will, under the 
direction of the Secretary, have general superintendence of the assessment and 
collection of all taxes. He will be appointed by the President subject to con- 
firmation by the Senate. He will be the only officer in the Revenue Service so 
appointed—all others being subject strictly to ciivl-service rules. 

The Commissioner will carry out his responsibility of superintending the 
assessment and collection of the revenue through three immediate Assistant 
Commissioners. 

One Assistant Commissioner, to be designated Assistant Commissioner (Tech 
nical), shall superintend the drafting of all regulations, rulings, and other 
interpretative material which is needed by the taxpayers to comply with their 
obligations under the law, and superintend the formation of Commissioner's 
policy in respect to all so-called technical responsibilities in tax administration, 
such as proposed legislation, tax treaties, and appellate procedures and prac 
tices. 

One Assistant Commissioner, to be designated Assistant Commissioner (Opera 
tions), shall superintend the actual assessment and collection of taxes, the audit 
and investigation of returns, and all operational functions incident to such 
responsibilities. 

One Assistant Commissioner, to be designated Assistant Commissioner (In 
spection), shall be charged with the responsibility for attainment and subse 
quent maintenance of two major over-all objectives which are (1) the coordi 
nation and intensification of internal inspection and investigative effort through 
out the internal revenue service to assure scrupulous adherence to proper 
ethics and standards of conduct by all personnel, and (2) the continuing ap- 
praisal of applied management improvements, operating techniques, and admin 
istrative procedures to facilitate realistic evaluation from the standpoint of 
economy and efficiency as a means of keeping the Commissioner currently in- 
formed concerning these matters. 

The Assistant Commissioner (Technical) shall carry out his duties with the 
aid of a staff of tax technicians at the Washington headquarters oflice who are 
specialists in the various classes of taxes. He will not exercise any line officer 
control over any field offices. 

The Assistant Commissioner (Operations) shall carry out his duties through 
direct line officer control of 21 to 25 district commissioners strategically located 
throughout the United States. 

The district commissioners, under the direction of the Assistant Commissioner 
(Operations) shall have complete jurisdiction within their respective areas of 
the following duties incident to the assessment and collection of taxes—(«a) 
distribution of all tax forms and notices, (0) receipt, audit, and investigation of 
all classes of tax returns, (c) tax fraud work, (¢@) canvass for delinquent re 
turns, (¢) assessment and collection of taxes, (f) inspection of the production of 
distilled spirits and tobacco, (g) the hearing of all appeals from proposed assess 
ments. In effect, the district commissioner will supervise the presently widely 
scattered functions currently performed by the collector, the revenue agents, the 
special agents, the alcohol tax inspectors, and investigators and members of 
appelate staff plus certain functions of the chief counsel. It represents a com 
plete coordination of all tax-collection functions at the local level. 

The district commissioners will carry ont their responsibilities through direct 
line-officer control over deputy district commissioners, with at least one such 
officer for each State, and in the more populous States more than one. 

The Assistant Commissioner (Inspection) shall carry out his responsibilities 
through line-officer control over deputy inspectors numbering not more than 25. 
Each deputy inspector will have assigned a small staff of top-flight investigators. 


Masor ADVANTAGES OF THE PROPOSED INTERNAL REVENUE SERVICE STRUCTURE 
OveR THAT OF THE PRESENT 


1. Requires all officials and employees (other than the Commissioner) to be 
selected according to civil service rules and regulations. 

2. Permits taxpayers to transact all matters relating to Federal taxes in one 
office. 

8. Reduces the number of separate field officers reporting directly to the 
Washington headquarters. 
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4. Consolidates the audit and investigation of all classes of tax returns under 
one head in each area, thereby resulting in more equal and uniform enforcement 
of each of the separate classes of taxes. 

5. Provides a uniform appellate procedure for all classes of tax at points more 
conveniently situated for the taxpayer. 

6. Provides central legal staff service in all offices. 

7. Provides a more adequate supervisory structure to cope with a highly 
decentralized tax service. 

8. Provides a more uniform personnel and administrative service policy in 
each of the separate offices. 

9. Enables the top line and staff officers in Washington to concentrate more 
on executive direction, over-all program planning and research. 

10. With the smaller number of field offices reporting direct to Washington, 
it becomes feasible to have more frequent general conference sessious with the 
Commissioner as, well as between field offices, thereby insuring closer coordina- 
tion with Washington and uniformity of tax administration as among 
graphical areas. 

11. Better utilization of personnel is possible since transfers, reassignments, 
etc., can be made by the district commissioners as among all classes of tax 
work within his area. 

12. More efficient use can be mode of manpower through the centralization at 
the district commissioner’s level of certain mass operational jobs common to 
each of the local olficers. 

13. Numerous separate files now maintained by the collector, revenue agents, 
special agents, appellate staff, etc., can be combined with savings in maintenance 
costs. 

14. Some savings in rental and library costs can be realized by combining 
offices. 

15. Better physical office lay-outs can be achieved by having the offices now 
under separate deputy commissioners combined at the local level under one head. 

16. Taxpayer inconvenience, especially in respect to businesses, should be re- 
duced as a result of one revenue examiner making the examination of all classes 
of taxes rather than having calls from separate examiners for various classes of 
taxes. 

17. Travel time of examiners should be reduced by the combined examination 
policy. 

18. Provides a more effective inspection device by having field inspectors 
independent of the operating offices subject to inspection. 

19. Provides an organization more adaptable to the administration of a con- 
stantly changing tax system. 


geo- 


{From Service Monograph No. 25, the Johns Hopkins Press, 1923] 


CHRONOLOGY OF INTERNAL REVENUE APPOINTIVE OFFICERS 


March 38, 1791: Fourteen revenue districts created. President authorized to 
appoint a supervisor in each district to collect taxes under direction of Secretary 
of the Treasury. 

May 8, 1792: Office of Commissioner of Revenue was created to take the place 
of assistant to the Secretary of the Treasury. 

July 9, 1798: Each State was divided into divisions consisting of several 
counties and a conmissioner was provided for each division. Surveyors were 
also appointed for local areas. Surveyors were appointed by supervisors and 
not commissioners, 

July 16, 1798: Collectors of internal revenue were first authorized. The 
collectors were appointed by and subordinate to the supervisors. They were 
fiscal agents and did not have powers of present-day collectors. No central 
agency other than Secretary of the Treasury. 

April 6, 1802: All internal taxes and revenue officers were abolished. The 
Commissioner of Revenue and the supervisors were to continue in office until 
all outstanding taxes had been collected. 

July 22, 1813: Provided for the division of States into collection districts 
and the appointment of a collector and principal assessor in each district. The 
collectors had about the same powers as at present. 

July 24, 1813: The office of Commissioner of Revenue was revived. This 
office was placed in charge of the collection of the direct and internal taxes, 








10 REORGANIZATION PLAN NO. 1 OF 1952 


and the Secretary of the Treasury was authorized to transfer the collection of 
customs duties from the Comptroller to the Commissioner. 

December 23, 1817: The office of Commissioner of Revenue was abolished as of 
December 31, 1817, and the collectors were abolished as of the collection of 
outstanding taxes. 

May 29, 1830: The office of Solicitor of the Treasury was established and was 
charged with such duties pertaining to the office of the Commissioner or Acting 
Commissioner of Revenue. No internal taxes were levied from 1817 until 1861. 

August 5, 1861: Established the office of Commissioner of Taxes to supervise 
the collection of the direct tax and income tax, a principal collector and a prin- 
cipal assessor in each State and Territory, and a collector and an assessor in each 
of the collection districts. 

July 1, 1862: Foundation of present system of taxation and organization. 
Office of Commissioner of Internal Revenue was created. At that time 85 
percent of the operations were in the field. Today, though, there is 94 percent 
in the field. The President was authorized to divide the country into collection 
districts, which in any State should not exceed the number of Representatives, 
except in California, where the number might equal the number of Representa- 
tives and Senators. The full number of districts authorized by law was estab- 
lished in each of the largest States, the total being 185. For each district there 
were provided an assessor and a collector with the necessary number of assistants 
and deputies. Collectors were authorized to appoint one or more inspectors 
in each district for the purpose of proper enforcement of the revenue laws 
pertaining to distilleries. 

March 38, 1863: The position of Deputy Commissioner of Internal Revenue was 
created. The Secretary was authorized to appoint three revenue agents. 

March 38, 1865: The number of revenue agents was increased to five. 

July 13, 1866: The number of deputy commissioners was increased from one 
to three and a special commissioner of the revenue authorized for 4 years. 

July 20, 1868: Secretary authorized to appoint not more than 25 supervisors of 
internal revenue. Commissioner authorized to employ not more than 25 compe- 
tent detectives. 

March 6, 1872: The number of internal revenue agents increased to 25, number 
of supervisors reduced to 10. 

December 24, 1872: The offices of assessors abolished and duties transferred to 
collectors. 

January 29, 1874: The number of deputy commissioners was decreased from 
three to two. 

1876: The number of deputy commissioners was reduced from two to one 
and supervisors of internal revenue abolished. 

March 1, 1879: Secretary of the Treasury was authorized to fix the salaries 
of deputy collectors and to pay them from funds of the United States. 

May 6, 1896: The position of internal revenue agent was brought into the classi- 
fied civil service. 

1900: An additional deputy commissioner was provided. 

February 24, 1919: The number of deputy commissioners was increased to five. 
April 23, 1941: Deputy collectors were placed under civil service. 


CURRENT LAW 


Commissioner—Section 38900: There shall be in the Department of the 
Treasury a Commissioner of Internal Revenue, who shall be appointed by the 
President, by and with the advice and consent of the Senate, and shall be 
entitled to basic compensation at the rate of $15,000 per annum. 

Assistant Commissioners.—Section 3905: There shall be in Bureau of Internal 
Revenue two Assistant Commissioners who shall be appointed by the President, 
by and with the advice and consent of the Senate. 

Special Deputy Commissioner.—Section 3910: There shall be in the Bureau of 
Internal Revenue one Special Deputy Commissioner, who shall be appointed by 
the President, by and with the advice and consent of the Senate. 

Deputy commissioners.—Section 3915: There may be employed in the Bureau 
of Internal Revenue five deputy commissioners. 

Chemist and microscopist.—Section 3920: There shall be in the Office of the 
Commissioner an analytical chemist and a microscopist, who shall each be 
appointed by the Secretary. 

Collectors of internal revenue.—Section 3941 (a): The President, by and with 
the advice and consent of the Senate, shall appoint for each collection district 
a collector, who shall be a resident of the same. 
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Deputy collectors.—Section 3990: Each collector shall be authorized to ap- 
point, by an instrument in writing under his hand, as many deputies as he may 
think proper, to be compensated for their services by such allowances as shall 
be made by the Secretary, upon the recommendation of the Commissioner 

Internal revenue agents.—Section 4000: The Commissioner may, whenever in 
his judgment the necessities of the service so require, employ competent agents, 
who shall be known and designated as internal revenue agents, and, except as 
provided for in this title, no general or special agent or inspector of the Treasury 
Department in connection with internal revenue, by whatever designation he 
may be known, shall be appointed, commissioned, or employed 

Storekeeper-gagers.—Section 4010: There shall be appointed by the Secretary 
such number of storekeeper-gagers as may be necessary, who shall each take 
an oath faithfully to perform his duties, and shall give bond, with one or more 
sureties, satisfactory to the Commissioner, for the faithful discharge of the duties 
assigned to him by jaw or regulations; and the penal sum of said bond shall not 
be less than $5,000, and said bond shall be renewed or strengthened as the Com 
missioner may require. 


INTERNAL REVENUE BUREAI 
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1913 $44, 424, 453. 85 1. 59 OF 12.4 } (4 
1vl4 5779, 329. 72 SO, OOS, SUS. OF l 2 97, 927 ( RS q aa 2 
1915 6, 804, 688. 77 415, GS1, ( St 1. 64 ) 2 ¢ ‘ { 
1a 7, 199, 163. 32 12, 723, 287. 77 4( 100, 757 . 8 {718 
19 t ( SOU 13. 640. 4 1 x4 


94648—52——-2 
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Table showing collections, expenditures, population, tar per capita, cost of 
collecting, and number of employees, fiscal year 1866 to date—Continued 





















Fiscal | / : ra Population | rp “ Number of employees 
| Expenditures Collections of United ane 
year ing States Capita : 
$100 Bureau Field Total 
: 
1918 $12, 003, 214.07 | $3, 698, 945, 820. 93 $ 33 | $103, 587,955 $35, 708 2 245 7, 352 9, 597 
1919 20, 573, 771. 52 +, 850, 150, O78, 56 BB 105, 003, 065 36. 667 3.090 10, 965 14,055 
1920 27, 037, 134. 50 5, 407, 580, 251. 81 50 106, 418, 175 SO. 814 5,462 | 10,386 | 215. 848 
1921 | } 33, 174, 309. 17 4, 595, ; 357, 061 05 72 107, 833, 284 42.612 6,493 | 10,977 | 2 17, 470 
1922 134, 286, 651. 42 . 1.07 109, 743, 000 29. 136 6,671 | 11,0389 | 217,710 
1923 6, 501, O82, 94 2.6 », 297.57 1.39 111, 268, 000 23. 562 6, 552 11, O61 17, 613 
1924 4, 676, 688. 11 2, 796, 179, 257. 06 1. 24 112, 686, 000 24.813 5,759 | 10,125 | 215, 8&4 
1925 1 37, 266, 573. 1¢ 2, 584, 140, 268. 24 1. 44 114, 104, 000 22. 647 5, 584 9,984 | 2.15, 568 
1926 134, 948, 483. 37 2, 835, 999, 892. 19 1 23 115, 523, 000 24.549 4,536 9,797 | 2 14,333 
1927 1 32, 967, 764.17 2, 865, 683, 129. 91 1.15 116, 943, 000 24 505 3, 801 9,410 | 213,211 
1928 32, 599, 845. 35 2, 790, 535, 537 68 1.17 118, 364, 000 23. 575 3, 661 9, 253 12,914 
1929 34, 377, O82. 59 2, 939, 054, 375. 43 1.17 119, 788, 000 24. 535 3, 584 8, 689 12, 273 
1930 34, 352, 063. 41 3, 040, 145, 733. 17 1.13 121, 213, 000 25.081 3, 448 8, 531 11, 979 
1931 33, 997, 785. 84 2, 428, 228, 754. 22 1 40 124, 070, 000 19. 571 3, 461 8, 372 11, 833 
1932 33, 870, 903 62 1, 557, 729, 042. 64 2.17 124, 822, 000 12 479 3, 407 8, 309 11,716 
1933 30, 031, 722. 98 1 , 224. : 1.85 125, 693, 000 12. 887 3, 383 8, 141 11, 524 
1934 28, 826, 225. 73 7 1. 25 126, 425, 000 18. 199 3, 410 7, 806 11, 216 
1935 12, 719, 338. 00 1.54 127, 172, 000 21. 806 3, 756 | 12, 767 16, 523 
1936 48, 065, 039. 27 1.39 128, 429, 000 26. SAl 3, 743 | 13,311 17, 054 
1937 51,797, 735. 44 1.12 - ooo 35. 977 4,602 16, 546 21, 148 
1938 58, 204, 050. 43 1.03 130, 200, 000 43. 462 4,580 17, 46 22, 045 
1939 5S, 662, 968. 60 1.13 31 173, 000 9 SO 4,202 | 18,42 22, 623 
1940 oY, 675, 51S. 41 1.12 151, 640, 000 40. 568 3, 993 | 18, 430 22, 423 
1041 65, 289. 527. 20 SY 133, 212, 000 55. 326 4,151 | 23,079 27, 230 
1942 73, 805, 704. 00 "177 72 56 134, 082, 000 96. 781 4,329 | 24,736 29, 065 
1943 98, 568, 512. 00 , 482. 55 44 136, 527, 000 162. 805 4.377 36, 338 
1944 129, 416, 848. 00 , 001. 08 32 138, 001, 000 289. 793 4, 273 46,171 
1945 144, 786, 969. 38 5, 945. 25 33 139, 601, 000 312. 862 4, 441 5. 49,814 
1946 74, 055, 640. 00 3, O39. 51 43 140, 987, 000 287. 565 5,144 | 54, 549 59, 693 
1947 203, 916, 822. 00 , 741. 63 52 143, 892, 000 271. 789 4,771 48, 059 52, 830 
1948 183, 731, 060. 00 542, 205. 40 44 146, 571, 000 285. 626 4,662 | 47,481 52, 143 
1949 209, 205,715.00 | 40, 463, 125, 018. 61 52 149, 215, 000 271.173 4,554 | 47,712 6 
1950 230, 408, 200.00 38, G57, 131. 768. 00 59 151, 917, 000 256. 437 £,303 | 51, 248 
1951 245, 869,538.00 50, 445, 686.315 16 49 154, 353, 000 326. 820 4, 030 53, 765 
! Exclusive of cost of prohibition and narcotic enforcement 
Exclusive of prohibition and narcotic personnel. This personnel for the fiscal years concerned is as 
follows 
Number of employees 
Fiscal year - 
Bureau Field otal 
1920 450 2, 142 2, 592 
1921 5) 2, 168 2, 671 
1922 604 3, O74 3, O78 
1902 OS7 2. 695 3. 3R2 
»4 OHSS 2, 631 3, 319 
1095 592 3173 765 
120 307 § 263 3. 570 
»P i ) i narcotic enforcement placed under separate bureau, effective Apr. 1, 1927 (Publie 
Act No. 751, 69th Cong 
Excludes amount transferred to Post Office Department to cover cost of selling vehicle tax stamps 
‘ Excludes amount collected by Post Office Department for vehicles tax. 


THE MANAGEMENT IMPROVEMENT PROGRAM OF THE BUREAU OF INTERNAL REVENUE 


The management-improvement program represents a conscious attempt to 
increase the efliciency of the Bureau’s operations, reduce costs, improve service 
to taxpayers, and raise the standards of performance in the administration of 
the tax laws. It has resuited in a very large number of changes, improvements, 
and developments. The scope and nature of these can best be indicated by a brief 
review of the record of the past 5 years. 
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FISCAL YEAR 1947 


The first major postwar attempt to obtain Bureau-wide consideration of the 
problem of obtaining management improvement was throuzh a conference of 
collectors and internal revenue agents held in Washington in October 1946. So 
many suggestions and reports resulted from this conference that the Commis 
sioner appointed a Special Committee on Administration to consider and recom 
mend definite action on them. The recommendations of this special committee 
were submitted in August 1947. Over 100 suggestions covering 
Bureau activities were approved and put into effect. 

Other actions which were under way to promote efficiency included; the 
microfilming of records, the revision of internal forms, experimentation with 
new sorting and filing methods, the reduction of interest payments through im- 
proved procedures in scheduling refunds and other improvements in collectors’ 
offices, a change in the tolerance used in the computation of tax on Forms W-2, 
and the use of preassemble@ forms. This year also saw the beginnings of the 
work simplification and the cash awards programs in the Bureau. These were 
to grow until at the end of the 5-year period there had been accepted and 
installed approximately 2,000 cash award suggestions and 2,200 work simplifica- 
tion proposals. 


a wide range of 


FISCAL YEBAR 1948 


During 1948 the management-improvement program gained momentum. 
Among the improvements being adopted or tested in that year were the following 
projects : 

1. Mechanized handling of income-tax returns. An experiment with tabulating 
machines in the Cleveland office showed much promise. The machines had been 
used for the computation of income tax, the determination of differences be- 
tween tax and withholdings, and for a number of subsequent clerical operations. 
The results obtained warranted the extension of this technique of machine usage 
to other large collectors’ offices and plans were made for extending the use of 
the machinery in the spring of 1949 to the offices of the collectors at New York, 
Chicago, Detroit, Los Angeles, and Baltimore. This was the 
ambitious and promising attempt to mechanize large 
of the collectors’ offices, 

2. As the result of a study of collectors’ office operations, the miscellaneous 
and employment tax divisions and the withholding tax subdivision in each col- 
lector’s office were combined on November 1, 1947, to form a wage and excise tax 
division. This consolidation permitted the combination of various forms and 
records maintained with respect to these classes of taxes. 

3. The Bureau undertook a large-scale microfilming program designed to 
reduce the space required for storage, to release equipment required for storage, 
and to make records more accessible. Early experiments had demonstrated the 
definite benefits of the process. Approximately 98 percent of the storage space 
required for the records was saved and filing cabinets valued at some four 
times the cost of the microfilming project were released for use elsewhere. The 
program was continued during the year to the extent that funds permitted. 
This was the beginning of a program which was to be greatly expanded in later 
years, 


beginning of an 
portions of the operations 


4. There was also made, in the Maryland Collection District. a modest experi- 
ment with a new form of combined return for withholding taxes and employ- 
ment taxes. This was later to prove successful and to result in substantial 
economies. 

During 1948, three groups made large-scale inquiries into the Bureau's organi- 
zation and operations. These inquiries were: (1) The investigation of the 
Bureau made by the House Committee on Appropriations, the report of which 
Was submitted in February 1948; (2) the investigation of the Bureau made by 
the Joint Committee on Internal Revenue Taxation, on which the advisory 
group’s report was released in April 1948; (3) the work of the Committee To 
Direct Management Studies of the Bureau of Internal Revenue which was estab- 
lished by Secretary Snyder in July 1948. 

The report of the advisory group to the Joint Committee on Internal Revenue 
Taxation was an extremely constructive and helpful report. Among the specific 
suggestions it contained were: 

(a) The establishment of a staff agency in the immediate Office of the Com- 
missioner, having the primary function of “broad-scale management.” This 
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suggestion was concurred in, and the management staff was established by order 
of the Commissioner on April 22, 1948. 

(vb) The decentralization of all routine work to field offices, leaving the 
Washington office a supervisory. and management headquarters. This was 
adopted as the Bureau’s policy, and the decentralization of case work to field 
offices is now nearly complete. 

(c) Improvements in tax return forms. This suggestion was in harmony 
with established Bureau policy, and was concurred in wholeheartedly. A com- 
plete list of improvements in return forms and instructions made subsequently 
would be voluminous. 

(d) The extension of the use of depositary receipts. This suggestion was 
accepted in part, and that method of tax collection has since been adopted in 
respect to employers’ deposits of withholding tax. 

(e) The use of modern sampling techniques to measure the adequacy of 
enforcement methods and the volume of tax evasion, In response, the Bureau 
launched the audit-control program. 

(f) The employment of outside management specialists, not only to obtain the 
benefits of their expert advice but also to escape the effects of excessive in- 
breeding. Somewhat indirectly, this suggestion led to the establishment of the 
Secretary’s Committee To Direct the Management Studies of the Bureau. 

The Committee To Direct the Management Studies of the Bureau of Internal 
Revenue was established by, and has operated under authority of, the order of 
the Secretary of the Treasury (No. S—-784), dated July 2, 1948. 

The committee has brought together a group of highly qualified men, from 
both inside and outside of Government, and focused their attention on the 
management problems of the Bureau. The result has been an expedited program 
of improvements that have meant better service to taxpayers, more work done 
per dollar of expenditure, and a general clearing of the way for the develop- 
ment of additional betterments. The primary function of the committee has 
been to focus attention on the management problems of the Bureau for purposes 
of discussion and analysis, and if possible to formulate authoritative opinions 
regarding proposed solutions. It provides a suitable, ready forum of a type 
that would otherwise be inconvenient to obtain for the consideration of new 
approaches to old questions. 

The reports made to the Secretary by this committee covering the fiscal years 
1949 and 1950 provide a comprehensive review of its operations and the im- 
portant projects for management improvement to which it has given guidance 
and support. 

FISCAL YEAR 1949 


Under the authority of the Appropriation Act for 1949 the Bureau employed 
a firm of management consultants, Cresap, McCormick & Paget, to make a 
broad-seale study of collectors’ offices. The contract, which was signed on 
September 30, 1948, called for a study designed to proposed revisions calculated 
to promote the “greatest possible degree of efficiency in the methods of perform- 
ing all functions, duties, and responsibilities with which collectors’ offices are 
charged.” 

The firm’s final report, which was submitted to the Commissioner on January 
29, 1949, was a comprehensive and detailed document containing plans and 
recommendations for many improvements in the organization, staffing, and opera 
tions of the Accounts and Collections Unit. The Bureau promptly established 
a number of “task force’ groups to analyze the recommendations in detail, con- 
duct such experimental operations as might be needed, and prepare plans for 
the installation of specific changes. Actual installations did not begin on any 
large scale until the following fiscal year. 

In addition to the recommendations of the consulting firm the following im- 
portant developments occurred during the fiscal 1949: 

1, Additional authority to approve routine personnel actions was decentralized 
to the field officers of the Bureau for all personnel under their jurisdiction except 
those in several top grades. 

2. The new combined quarterly return form for withholding tax and employ- 
ment tax tested in the Maryland office was found successful and it was adopted 
to be put into effect on January 1, 1950. This form not only simplified the work 
of the taxpayer, but also made possible savings to the Bureau from reduced 
processing and control work which were estimated conservatively at more than 
a quarter of a million dollars annually. 
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3. Plans were developed for a major revision of the depositary receipt system 
and for its extension to the collection of social-security taxes. This, too, was put 
into effect on January 1, 1950. 

4. Authority was decentralized to the collectors to administer special refunds 
of social-security taxes. 

5. The microfilming program was greatly accelerated and extended to addi- 
tional documents and records. 

6. The booklet “Your Federal Income Tax” which is printed to provide assist- 
ance to taxpayers was revised and put into more readable form. As a result 
of this revision the booklet has become a Government Printing Office “best seller.” 

7. A program was initiated for offsetting tax refunds against accounts 
receivable. 

Ss. Responsibility for all surveying and Classifying of individual income-tax 
returns for audit purposes was decentralized to the field offices 

9. New procedures were adopted for processing information documents more 
expeditiously. These resulted in a saving of time and beter utilization of these 
documents in audit work. 

10. An audit-control program of sample selection of individual income-tax 
returns for field investigation, aimed at better voluntary compliance by tax- 
payers and more effective direction of investigative efforts was initiated. 

11. Post-audit review work was redesigned to cover the results of audit of 
individual income-tax returns by collectors and to stress uniformity in field 
application of the tax laws and regulations. 

12. The instructions accompanying the income-tax return, Form 1040, were 
completely revised and issued as a 16-page pamphlet, printed in type selected 
for easy reading. 

13. The use of tabulating and key punch equipment was extended to addi- 
tional collectors’ offices and to processing of Form 1040, Form 1040ES, and 
associated bills and notices to taxpayers. 

14. Collectors were given authority to abate assessments and refund overpay- 
ments of up to $1,000 of income tax. 

15. Collectors were given full authority to assert delinquency penalties for 
late filing of all types of returns. 

16. New procedures were established for retaining all individual income-tax 
returns and more than 95 percent of all excise-tax returns in the collectors’ 
offices, thus eliminating their shipment to and filing in the Washington office 

17. Collectors were given responsibility for the handling of all requests for 
certified copies of individual income-tax returns, and also for the transcript 
service for the States in respect to such returns. 

The Cresap, McCormick & Paget study of operations in the collectors’ offices 
had led naturally into questions relating to the structure and organization of the 
Bureau. Accordingly, in February 1949 Cresap, McCormick & Paget were 
engaged to undertake such a survey. 


FISCAL YEAR 1950 


1, During 1950 a great deal of effort was devoted to the implementation of the 
recommendations made by the management consultant firm in regard to the 
Accounts and Collections Unit Among the major matters were the following: 

(a) Exploratory surveys of work methods and personnel utilization, the es- 
tablishment of preliminary staffing standards for use in the allocation of per- 
sonnel to the various collectors’ offices and the development of an operational 
cost system to be initiated January 1, 1951. 

(b) A number of new machines and procedures were tested in several col- 
lectors’ offices. Continuous-feed dual platen electric typewriters for prepara- 
tion of identification and account records and high-speed posting machines were 
among the machines tested and found to be highly satisfactory. Testing of a 
number of other suggestions continued. 

(c) The tremendous task of inserting and mailing tax returns, formerly a 
great burden to the collectors’ offices, was partly transferred to the Processing 
Division in Kansas City. The results of the mass operation were highly satis- 
factory and it was planned to extend the procedure to additional collection dis- 
tricts. Tests were made of inserting machines but these were not found to be 
very promising. 

(d@) Several major improvements were made in the methods of verifying in- 
come and prepayment information documents. 
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2. During the year an additional punch card and tabulating equipment in- 
stallation was made in the collector’s office at Philadelphia. Exploratory work 
was done on the extension of tabulating procedures in accounting and record- 
keeping operations. Electronic computers were installed in several collectors’ 
offices for use in computation and verification. 

3. Attention was also given to the management consulting firm’s report on 
the organization and structure of the Bureau which was submitted in August 
1949. A number of organizational changes were made in the Washington office 
of the Bureau. Among the more important of these were the following : 

(a) The delegation of authority to the two Assistant Commissioners. One 
Assistant Commissioner was authorized to exercise general supervision over 
the technical functions of the Bureau; the other, general supervision over all 
of the operating activities of the Bureau. This division has proved highly 
beneficial, since it concentrates responsibility for the supervision of these two 
major aspects of the Bureau’s work. 

(b) Withholding tax work was transferred from the Income Tax Unit to the 
Employment Tax Unit to permit better coordination of the work. 

(c) A number of major activities were decentralized to the field offices. These 
included assessment procedure, determination and assertion of delinquency 
penalties, selection of returns for investigation, handling of claims for refund, 
amended returns and overassessments. 

(d@) A number of important changes were also made in the procedures of the 
Alcohol Tax Unit and in certain procedures in the offices of the internal revenue 
agents in charge. 

$4. In addition to these a number of other improvements were made. Atmong 
these were the following: 

(a) As a result of the adoption of an accelerated microfilming program, 
microfilm equipment was placed in 34 collectors’ offices. Over 168 million in 
come-tax index cards and nearly 4 million tax returns were microfilmed during 
the year. The value of the filing cabinets and annual rental value of the floor 
space released was approximately $400,000. 

(4) Field work on the audit control program for 1948 tax returns was com 
pleted. The information obtained was summarized and analyzed in a series ol 
reports distributed to field officers to assist them in the selection of returns for 
investigation and audit. Field work on the 1949 tax returns was initiated. 
This program involved fewer returns but was expanded to include corporation 
income tax and certain excise tax returns as well. 

(¢ In order to explore the possibilities of cooperative Federal-State audits, 
arrangements Were made for cooperation in the investigation of income-tax 
returns with two States-—-Wisconsin and North Carolina. Similar arrangements 
were later made with three additional States. It is hoped that these experiments 
will lead to significant improvements in the pattern and method of Bureau 
State cooperative enforcement and to the further extension of these cooperative 
efforts to other States. 

FISCAL YEAR 1951 


Description of the most significant actions taken during 1951 under the man 
agement improvement program of the Bureau are contained in the Bureau's 
report on the operation of its management improvement program Among the 
items listed are the following: 

1. The development and implementation of new tax legislation 

(a) Representatives of the Bureau participated actively in the preparation 
of three new major tax laws enacted during the year. As a result, a number of 
important simplifications were achieved. Bureau representatives also advised 
in the drafting of Public Law 448, Eighty-first Congress, approved February 21, 
1950, which authorized a number of administrative simplifications in the alcohol 
tax laws. Three procedural changes are illustrative of the improvements made 
possible by this modernized legislation. First, the loss allowance schedule was 
eliminated; second, the installation of bulk gaging tanks in internal revenue 
Warehouses was authorized; and third, the tax payment of distilled spirits prior 
to bottling in bond was eliminated. The first two of these changes resulted in 
savings of over $200,000 during 1951 alone. 

(b) There was established in the Income Tax Unit a Legislative and Operative 
Planning Task Committee. The primary assignment of this group is to make 
continuing studies of legislative problems affecting the administration of the 
revenue laws. This represents a systelatiec approach to the task of reducing 
obsolescence in the taxing statutes. 
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2. A number of improvements were made during the year in audit policies and 
methods. Particularly significant were changes made in relation to the examina 
tion of ; returns reporting income of over $25,000; returns listing exemptions for 
dependents outside of the immediate family; and returns showing income from 
business or profession. Methods of utilizing information and prepayment docu- 
ments were also revised materially. 

3. Many improvements were made in the nonenforcement operations and pro 
cedures. Among these were as follows: 

(a) The Processing Division took over the job of inserting into envelopes and 
mailing to taxpayers all income-tax return blanks, instructions, schedules, e& 
for 37 collection districts. 

(0) The procedure for processing Form 941 returns were simplified. 

(c) The use of card punch tabulating machines and electronic equipment was 
successfully extended. 

(d@) New methods were instituted for the processing of monthly returns filed 
by manufacturers of tobacco products. 

(e) Preparation of separate reports on concurrent examinations of income-tax 
returns covering 2 years or more was discontinued. 

(f) The program of microfilming of returns and documents continued. 

(7g) A simplified type of mathematical verification of income-tax returns was 
tested in three collection districts. 

(h) Internal revenue agents in charge were authorized to discontinue the 
examination of taxpayers’ books and records with respect to claims involving 
between $1,000 and $3,000 when these are found on the basis of a survey to be 
valid prima facie. 

4. Significant improvements were made in strengthening and modifying the 
Bureau's budgeting and internal accounting. 

(a) On January 2, 1951, a new office of Budget and Finance was established 

(b) A new system of accounting was designed. 

(c) The first three of the Bureau's regional finance offices were established 

(d) A procedure for improved administrative control of expenditures was 
also completed and installed. 

5. A number of improvements in organization and in management devices were 
also made. Among these were the following: 

(a) An Internal Revenue Inspection Service was created to provide a uniform 
and thorough inspection system throughout the headquarters and all field offices : 
to maintain high standards of conduct by all personnel: and to insure con 
tinuing attention to improvement in the efficiency of operations of all offices. 

(b) The Technical Staff was reorganized. 

(c) The Income Tax Unit was reorganized 

(d@) Plans were drawn for the reorganization of the Intelligence Unit. 

(e) A Collection Enforcement Division was established in the Accounts and 
Collections Unit. 

(f) The Procedure Division of the Alcohol Tax Unit was reorganized and ex 
panded to broaden its planning and control functions. 

(g) The operational cost report was extended to all collectors’ offices 

(h) Work proceeded on the compilation of manuals of procedure in four of 
the major operating units. 

(i) A survey of the management improvement facilities of the Bureau was 
initiated jointly by the Secretary and the Commissioner. Its report, submitted 
in September 1951, made a number of proposals for the improvement and 
strengthening of the management improvement program which are now being 
implemented. 


‘THE SECRETARY OF THE TREASURY, 
Washington, January 15, 1952 
Hon. JoHN L. McCLeLian, 
Chairman, Committee on Expenditures in the Erecutive Departments, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Newspaper reports and comments evidence some 
basic misconception of the effect of the President’s Reorganization Plan No. 1 
for the Bureau of Internal Revenue. This misconception is that the President's 
proposal would have the effect of turning over the operating functions now per- 
formed in the field by collectors of internal revenue to not more than 25 district 
officers, and hence deprive some localities of facilities now available to them. 
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The President and I are both anxious that it be clear that existing functions of 
collectors of internal revenue, and additional functions not now available at 
the local level of each State will be performed at local offices with at least one 
such fully authorized local office in each State, and in more populous States more 
than one. 

The misconception as to maintenance of local collection offices apparently arose 
from the hasty conclusion that the newly proposed offices of district commis- 
sioners, to number not more than 25, were to supplant local collection offices. The 
fact is that the district commissioners will be area officers, to effeet more com- 
piete decentralization to the field of bureau functions now performed or super- 
prised in Washington. As part of this area decentralization, there will be deputy 
district commissioners, With at least one for each State, and in more populous 
States more than one, who will take over the functions now performed by collec- 
tors in each State, and in addition bring to the taxpayer at the local level many 
additional services and functions that are not now available to him in his State. 

I can understand that the misconception on this important aspect of the plan 
may have arisen from the technical form in which the reorganization plan must 
be presented to the Congress. It was made clear in the statement of the Presi- 
dent, issued on January 2, and again in his message to the Congress presented 
yesterday, that some of the basic structural changes contemplated in the reor- 
ganization must be effectuated by a plan of reorganization presented to the Con- 
gress, While other changes can be effectuated by use of reorganization powers of 
the Secretary of the Treasury under Reorganization Plan No. 26 of 1950. From 
the first announcement of the plan by the President and in the information fur- 
nished to the Congress, it has been made clear that local offices will be retained 
not only to continue their existing functions, but to bring increased functions 
and responsibilities to the local area. 

Thus in the reorganization message presented by the President to the Congress 
yesterday, it Was said: 

Po oe all essential collection enforcement and appellate functions can be 
provided for in each local area and under one roof so far as is practicable. 
It is not proposed to discontinue any essential facilities which now exist in any 
local areas. Rather the facilities wll be extended and the service to taxpayers 
improved. These new arrangements should make it possible for the individual 
taxpayer to conduct his business with the Bureau much more conveniently and 
expeditiously.” 

Moreover, in the statement of the President issued January 2, 1952, it was said: 
“Taxpayers hereafter can look to the district commissioner or his local repre- 
sentative as the official in complete charge of all Federal tax matters in the 
district.” 

The local representative would be the deputy district commissioner, with at 
least one such office in each State, performing all the functions now performed 
by the collector and bringing additional functions to the local area. 

Reference to the explanatory material which was sent to you and other Mem- 
bers of the Congress under date of January 7, 1952, will further evidence this 
basic part of the proposed reorganization. In the statement with that letter, 
entitled “General Nature of the Reorganization Plan”, it was said: ‘The district 
commissioners will carry out their responsibilites through direct line officer con- 
trol of deputy district commissioners, with at least one such officer for each State, 
and in the more populous States more than one.” 

The plan was conceived with the purpose of bringing greater convenience and 
greater facilities to the taxpayer at the local level; to provide at the local level 
functions to which the taxpayer must now have distant resort, such as to offices of 
revenue agents in charge, special agents in charge, appellate officers, etc. These 
oflicers and their functions are now scattered in varying districts over the country, 
in fewer locations than contemplated through the new set-up of district commis- 
sioners and deputy district commissioners. 

[ feel that this essential purpose of increased taxpayer convenience, plus the 
other advantages of the plan in an improved career service, more effective inspec- 
tion service, and greater decentralization of functions from Washington to the 
field with clear direct channels of responsibility, are sufficiently meritorious that 
it would be unfortunate if they were not made clearly understood at the outset in 
the consideration of the plan. 

Very truly yours, 
JOHN W. SNYDER, 
Secretary of the Treasury. 
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SENATE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS 


JANUARY 28, 1952. 
Staff Memorandum No. 82-2-7. 
Subject: Reorganization Plan No. 1 of 1952 for the Bureau of Internal Revenue 
of the Department of the Treasury. 

The outstanding feature of plan No. 1, introduced January 14, 1952, is replace- 
ment of 64 collectors of internal revenue, now appointed by the President with 
the advice and consent of the Senate, with not to exceed 25 district commissioners 
and such other deputy district commissioners, all on a civil service basis, as are 
required to maintain at least the present level of local tax collection services. 

Unless the House or the Senate adopts a disapproving resolution by constitu- 
tional majority, the plan will go into effect 60 days later, i. e.. at midnight of 
March 14, 1952. No disapproving resolution has as yet been filed in the Senate. 
This committee will start hearings on plan No. 1 at 10 a. m., Wednesday, January 
30. If not disapproved, the plan is to be in full administrative effect by December 
1, 1952. 

The President announced in a detailed statement on January 2, 1952, the 


nature and content of the plan now transmitted. On January 7, the Secretary 


of the Treasury sent a lengthy personal letter to each Member of Congress 

discussing the plan to be submitted; on January 15 he issued a statement empha- 

sizing that plan No. 1 would at least maintain local tax collection services. 
PLAN NO. 1 OF 1952 AND RELATED PENDING BILLS 


Nature and content of plan No. 1.—The President states that adoption of 
Reorganization Plan No. 26 of 1950 (Department of the Treasury) has provided 
part of the authority necessary for comprehensive reorganization. But further 
extension of the authority of the Secretary of the Treasury is necessary 

{ 


“* * * to permit him to effectuate all\of the basic features of the plan 


he has developed * * Principal barrier is the archaic statutory 
office of collector of internal revenue * * * It is appropriate and desirable 
that major political offices in the executive branch of the Government be filled by 


persons who are appointed by the President by and with the advice and consent 
of the Senate. On the other band, the technical nature of much of the Govern 
ment’s work today makes it equally appropriate and desirable that positions of 
other types be in the professional career service - 

Plan No. 1 would abolish the present supervisory officials, the 64 collectors 
of internal revenue, and the “complex system under which more than 200 
separate field officers report directly to Washington.” Instead, not more than 
25 district offices, as the Secretary of the Treasury shall determine, are to be 
set up, each headed by a district commissioner. Only the Commissioner of 
Internal Revenue will continue to be appointed by the President, with the advice 
and consent of the Senate, and the few other supervisory officials are to join 
the vast mass of BIR employees who are already on a civil-service basis. Of the 
latter, about 420 attorneys employed in “legal” BIR positions have heretofore 
been appointed at will by the chief counsel, subject only to their being law-school 
graduates admitted to the bar. (This type of schedule A appointment is in accord 
with the law and is applicable to attorneys employed by other departments. ) 
The plan further proposes a strong, independent inspection service to operate 
“under direct control of the Commissioner.” 

Under Plan No. 1 the district commissioners would exercise complete jurisdic- 
tion over all the duties incident to the assessment and collection of taxes within 
the districts. Each district commissioner would therefore control the one or 
more offices within his jurisdiction, as to (a) distribution of all tax forms and 
notices, (0) receipt, audit, and investigation of all classes of tax returns, (¢c) 
tax fraud work, (d) canvass for delinquent returns, (e€) assessment and col- 
lection of taxes, (f) inspection of the production of distilled spirits and tobacco, 
and (9) the hearing of all appeals from proposed assessments 

The plan authorizes the Secretary of the Treasury to appoint, on a civil-service 
basis, three Assistant Commissioners in charge of (1) operations, (2) technical 
rulings, and (3) inspection; an assistant general counsel; up to 25 district com- 
missioners as described above; and up to 70 other titles of offices. Of these, per- 
manent civil-service appointments to the proposed 25 district commissionerships 
may be made by such of the following methods as the Civil Service Commission 
decides: (1) Appointment of those of the present 17 collectors of internal 








20 REORGANIZATION PLAN NO. 1 OF 1952 


revenue who already have ciVil-service status who can qualify on a noncompeti- 
tive basis; (2) appointment of any Federal civil-service employee on a non- 
competitive basis; or (8) appointment from either outside or inside the Federal 
civil service of the best qualified persons on the basis of open competitive examina- 
tion. It is also possible, but seems most unlikely, that a method may be applied 
of blanketing 25 of the incumbent collectors into the new commissionerships. 

To provide “more adequate salaries” for key positions, the plan stipulates 
that compensation be paid under the Classification Act of 1949, but strikes out 
the limitation in section 505 thereof on the number of BIR positions (i. e., the 
99 positions covered in plan No. 1) which may be paid salaries above the rates 
established for grade GS-15 employees, whenever “the standards of the classi- 
fication laws so permit.” 

Related 1952 bills —Of two related bills (S. 2411 and 8S. 2412) introduced on 
January 14, 1952, S. 2411, introduced by Senator Kefauver with 21 cosponsors, 
would prohibit BIR employees from engaging in other business, vocation, or 
employment. S, 2412, introduced by Senator Kefauver with a slightly different 
list of 22 cosponsors, would require that present collectors of internal revenue 
be appointed in accordance with civil-service laws. Both bills were referred to 
the Senate Finance Committee. 

In the House, Representative Hoffman introduced House Resolution 494 on 
January 15, 1952, proposing rejection of plan No. 1. After 4 days of hearings 
the House Committee on Expenditures in the Executive Departments voted 
unanimously on January 24 in favor of the plan and to report the disapproving 
resolution unfavorably (H. Rept. 1271). 

During the House Committee hearings, Representative Curtis of Nebraska 
introduced H. R. 6127 to abolish the present BIR, and to substitute an inde- 
pendent bipartisan commission of three members, with 9-year overlapping terms, 
to receive the same salary as United States Supreme Court Justices. Likewise, 
Representative Mason introduced H. R. 6134, also setting up an independent BIR, 
consisting of a bipartisan commission of 11 members, with 7-year overlapping 
terms, to receive $15,000 annual salaries. Both bills were referred to the House 
Expenditures Committee. 


DEVELOPMENT ANP ORGANIZATION OF BUREAU OF INTERNAL REVENUE 


The task of collecting the internal revenue of the Federal Government hus 
expanded enormously within recent years. While the BIR, as we know it today, 
stems from 1862 when tbe first income tax law was passed, internal taxes were 
first levied much earlier in the fiscal year 1792. They were of small size for 
many years—as to the kinds of taxes ievied, the amounts collected therefrom, 
and the personnel to do the collecting. 

The last quarter-century, however, has witnessed a rapid increase. Thus, 
While annual collections did not exceed a billion dollars until World War I, and 
then hovered between $2 and $4 biliion a year over the next 2 decades, they 
rapidly increased to a plateau of about $40 billion during and since World 
War II, and reached a new high of $50.4 billion in fiscal year 1951. In the last 
decade the number of taxpayers has increased from 5% to 55 million, and the 
nuinber of annual returns te 82 million. Many new problems have also arisen 
becuuse the base of the personal income tax has been broadened, and wage and 
salary withholding plans introduced. Many new taxes have been levied, includ- 
ing various excise taxes, the excess profits tax, and the recent tax on wagers. 

Secause of this increasing work program the number of BIR employees has 
fluctuated accordingly, and during fiscal year 1951 was at the record high of 
4.030 employees at Washington, plus 53,765 in the field, or a total of 57,795 
employees. Costs of collection amounted to $245.9 million. 

The organization set-up of BIR employees is very complicated. Now there 
are 200 headquarters tield offices reporting through 7 line divisions. These 200 
offices include 64 main field offices which collect taxes and audit smaller tax 
returns, 39 which audit the larger returns, 14 which deal with tax frauds, 12 
Which do appellate work, and 15 which enforce alcohol and tobacco taxes. 

Many operational imprevements are reported in the BIR, in recent years 
especially, to meet the increasing workload. Vigorous work simplification efforts 
have occurred, using tabulating machines, electronic computers, microfilming, 
depositary receipts, and, in general, whatever new technical devices would 
produce worth-while results. A new audit control program has been placed in 
effect to bring about better selection of income tax and other returns for investi- 
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vation. Tax forms and instructions have been improved. Inspection activities 
have been strengthened. 

In their reports, the chief officials interested stress that these operational im- 
provements cannot go much further, ut Jeast until the present “archaic” system 
of politically appointed collectors of internal revenue is replaced as proposed 
under plan No. 1 of 1952. Under the complex job of today, the collectors are 
said not to be fully responsive to their superiors, they are tied down with a 
residence requirement making retation difficult, and their administrative and 
technical duties call for special training which civil service alone will make 
available. 

GENERAL BACKGROUND 


Down through the years there have occurred various studies, investigations 
and reports on one or more phases of BIR operations. This section covers very 
briefly various major reports which were rendered between 1947 and 1949. It 
is followed by a section presenting relevant excerpts from the Hoover Commis- 
sion reports of 1948 and 1949, and closes with sections bringing developments 
down to date. 

In August 1949, the private nanagement firm of Cresap, McCormick & Paget 
rendered the report which it made at a cost to the Government slightly over 
$100,000 in pursuance of a resolution by Congress. ‘That so-called Paget report 
contains an appendix digesting major proposals relevant to (1) top management, 
(2) headquarters, and (3) field, in the major reports on BIR by the following 
sxroups: . 

By the BIR Special Committee on Administration (August 1947) (Rept. A). 

By Advisory Group to the Joint Committee on Internal Revenue Taxation 
(January 1948) (Rept. B). 

By Investigative Staff of House Committee on Appropriations (February 
1948) (Rept. ©). 

By Advisory Technical Group for the Wiggins committee (March 1948) 
(Rept. D). 

To indicate the general content of these documents, the major proposals of 
these four reports are summarized below for top management considerations 
alone, on the basis of the Paget report swnmary which is not necessarily complete. 
For information as to the two other major subjects of “headquarters” and “field” 
considerations, reference is suggested to the Paget report, appendix D. 

Continuing top-side staff to recommend technical and administrative improve- 
ments; and evaluation of training for deputy collectors (Rept. A). 

Vest final authority to settle Jarge taxes in Commissioner with limited powers 
of delegation; appoint Assistant Commissicners for fixed terms; establish 
continuing agency to study BIR problems; transfer divisions under chief 
counsel among BIR; and consider development of management executives 
(Rept. B). 

Vest final authority to approve closing agreements in Commissioner; establish 
division to inspect efficiency of all BIR installations; strengthen control by budget 
officer: and transfer Statistical Division to Income Tax Unit (Rept. C). 

Chief counsel, if placed under Commissioner, should have rank of Assistant 
Commissioner (Rept. D). 

The so-called Paget report itself consists of two large volumes, the proposals of 
Which may be summarized as follows. Overlapping and conflicting jurisdiction 
among BIR field activities should be reduced by realigning functions to centralize 
responsibility for collection, enforcement and settlement. Approximately 30 
regional executives, plus staff assistants, are needed to give full attention to 
coordination and control of 147 major field activities. Reorganize BIR head- 
quarters efforts so as to concentrate on nationwide policy, planning and control. 

1949 Hoover Commission recommendations.—This section quotes from various 
statements in the Hoover Commission documents which are relevant to plan 
No. 1 of 1952. Asa whole it may be said that the proposals in plan No. 1 agree 
substantially with those of the Hoover Commission. Thus, the Hoover Com- 
mission did not specifically recomend abolishing the present offices of 64 col- 
lectors of internal revenue as proposed in plan No. 1, but that type of action was 
suggested by one of the task forces. The Commission and the plan are in almost 
complete accord on extension of the career service; the plan does not place 
the head of the new BIR within the Treasury Department on a civil-service basis, 
whereas the Commission proposes a Consolidated Revenue Service for the Treas- 
ury Department within which both Chiefs of the constituent Bureaus of Customs 
and of Internal Revenue would be career employees. 
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They also agree that the number of field offices reporting to Washington 
should be reduced, and that salaries should be increased. Finally, they are in 
accord that inspection services need strengthening, although the completely inde- 
pendent district inspection forces proposed under plan No. 1 conflicts, perhaps 
necessarily, with the principle, on which the Hoover Commission placed great 
emphasis, that clear lines of authority should extend from top to bottom of each 
organization unit in the Government. The latter consideration is even more 
relevant to the new Assistant General Counsel who is to be under the BIR 
Commissioner for purposes of general operation, but under the General Counsel 
of the Treasury for policy aspects. 

Comments and recommendations relevant to plan No. 1 of 1952 in two of the 
major reports of the Hoover Commission read as follows: 

“One of the chief handicaps to effective organization of the (Treasury) De- 
partment is the political appointment of collectors of internal revenue and of 
customs, and certain other officials. These appointments are regarded by some 
as sinecures. In any event, they form a bar to orderly development of an ex- 
perienced staff * * * Recommendation No. 7—The Commissioner recom- 
mends that all officials in the Department below the rank of Assistant Secretary 
should preferably be appointed from the career service without Senate confirma 
tion (Treasury Department, p. 17).” 

“Recommendation No. 19.—We recommend that, to lay the foundations of 
authority and discipline, the staff officials, and as a rule, bureau chiefs should 
be appointed by the department heads and that proper consideration be given to 
the promotion of career employees.” The report then refers to its proposal else- 
where that, above the lower grades of employees common to most departments, 
recruitment and examination of personnel should be decentralized (General 
Management, pp. 38-389). 

Additional relevant excerpts from Hoover Commission task forces follow: 

- Political reasons must necessarily dominate the choice of depart- 
ment heads. But the department head must have persons to help him who 
combine political and administrative talents with emphasis upon the administra- 
tive qualifications * * *, We believe that a standard practice should now 
be introduced in the Federal Government whereby the heads of the subordinate 
operating units of an executive department are selected by the department head 
on a merit basis. At the same time we believe that the department head 
should be free to dismiss any bureau chief with whom he is unable to collaborate 
effectively. 

The status of top management officers other than Under Secretaries and 
Assistant Secretaries should be very clear. Yet a number of solicitors and even 
some other staff associates of a department head are now appointed by the 
President, many with the advice and consent of the Senate. We believe all such 
positions should be filed solely by the department head. (Task Foree Appendix 
E on Department Management, pp. 9-10). 

‘The positions of collector of internal revenue in the field should be filled 
through the regular civil service merit system, in most instances consolidating 
into one job the responsibilities now borne by the Collector and his Deputies. 
Well-qualified career officials could be promoted from present positions, eliminat- 
ing unnecessary jobs in many offices, thus saving an estimated $600,000 annually, 
Many administrative problems arise because appointments to these positions and 
their tenure are above and outside the regular line of organization of the Bu- 
reau * *. (Typescript report on Federal Field Services, vol. I, pp. 24-25). 

“Proposing more extended changes, the Commission’s Task Force Report F on 
Fiscal, Budgeting, and Accounting Activities, urges “a complete reorganization 
of the major revenue producing agencies of the Government—the Bureau of 
Internal Revenue and the Bureau of Customs—into a single service of the 
Treasury Department.” 

Task Force Report F quotes from the July 1948 report of the Joint Committee 
on Internal Revenue. Taxation that “unnecessarily cumbersome, outmoded, and 
wasteful practices have continued unchanged in the Bureau of Internal Revenue 
for decades * * *, Up to the present time the Bureau has taken little ad- 
vantage of changes in the technique of mass accounting and recording * * *. 
Task Force Report F withheld comments on these findings in view of the broad- 
gage study of collector’s offices for which a contract had been signed on Septem- 
ber 30, 1948, with the firm of management consultants, Cresap, McCormick & 
Paget (p. 24). 

1950 Reorganization Plans Nos. 1 and 26.—In line with Hoover Commission 
recommendations, the first six reorganization plans of 1950 submitted by the 
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President proposed centralization in six department heads of the functions of as 
many Cabinet departments. Of these, plan No. 1 of 1950 proposed the transfer 
to the Secretary of the Treasury of all functions, except the functions of hearing 
examiners and except the operations of the Coast Guard in time of war or when 
the President so directs. 

Plan No. 1 of 1950 was motivated by the fact that Treasury Department func- 
tions were scattered among the comparatively huge Bureau of Internal Revenue 
(53,068 employees) and the 10 other major operating units of the Treasury 
Department (numbers of employees are shown in parentheses): (1) Fiscal 
Service (9,907); (2) Bureau of Customs (8,393); (3) Bureau of Engraving and 
Printing (5,908); (4) Coast Guard (4,963); (5) Office of the Comptroller of 
the Currency (1,165) ; (6) Bureau of the Mint (1,137) ; (7) Secret Service (737) ; 
(8) Division of Savings Bonds (513); (9) Secretarial Services (919); and (10) 
Bureau of Narcotics (280). The personnel of the Bureau of Internal Revenue 
is well over twice the combined personnel of all other operating units of the 
Treasury Department. 

Two identical resolutions proposing disapproval of plan No. 1 of 1950 were 
then introduced in the Senate. At hearings before the Senate Committee on 
Expenditures opposition centered almost wholly on inclusion of the Comptroller 
of the Currency within the scope of the plan. The committee thereupon reported 
one of the disapproving resolutions favorably (S. Rept. No, 1518, dated April 
25, 1950) indicating substantial agreement with the views of the opposition. 
The Senate thereupon rejected plan No. 1 of 1950. 

Shortly thereafter, the President transmitted Reorganization Plan No. 26 of 
1950 repeating the provisions of plan No. 1 of 1950, but omitting the functions 
of the Comptroller of the Currency from the proposed centralization of authority 
in the Secretary of the Treasury. Although no resolution of disapproval was 
filed in the Senate, the committee reported favorably on the plan (S. Rept. No. 
1869, dated June 26, 1950) which went into effect automatically 
of the prescribed 60 days. 

1951—-S. 1150.—This pending bill, partially related to plan No. 1 


after expiration 
of 1952, is 
included here because of its relation to Hoover Commission material. Drafted 
by the Citizens Committee for the Hoover report to cover all residual Hoover 
Commission recommendations with relation to the Treasury Department, S. 1150 
was introduced on March 15, 1951, by Senator Humphrey and nine cosponsors 
The bill, on which the Reorganization Subcommittee of the Senate Expenditures 
(Committee will hold hearings after the Senate has acted on plan No. 1 of 1952, 
proposes, among other things, a regrouping by the Secretary of the Treasury of 
departmental functions into seven specified administrative units. Of these seven 
units, the Consolidated Revenue Service is to “comprehend the functions of 
the Department in respect of the administration of the internal revenue and 
customs laws. The BIR and the Bureau of Customs shall continue as bureaus 
vithin the Consolidated Revenue Service, but the Secretary shall provide for 
the integration of the overhead management, the administrative services, and 
the field offices of such bureaus, and shall appoint the heads and all officers and 
employees thereof * * *.”. The proposal then abolishes the existing super- 
visory BIR officials who are appointed by the President with Senate confirmation. 

A management survey was conducted in 1948 into the operations of the 
Bureau of Customs, on the recommendation of the Senate Committee on Expen- 
ditures. A report by the management firm, McKinsey & Co., management 
sultants in New York, resulted in a complete reorganization of that 


d 


con- 
Bureau 
(see Report on the Activities of the Senate Expenditures Committee, SOth Cong., 
S. Doc. 4 pp. 6-7). 

In a letter of May 14, 1951, to this committee, the Secretary of 
discusses 8. 1150 to broaden his appointive power in the BIR, as follows: “As 
you know, various officers of these bureaus including the collectors of internal 
revenue and of customs, are appointed by the President by and with the advice 
and consent of the Senate. It has been the Treasury Department’s experience 
that Presidential appointees located in strategic positions in these bureaus can 
do and have done effective, efficient work.” 

Among the departmental letters commenting on 8S. 1150 by committee request, 
the only other reaction to a new Consolidated Revenue Service on a civil-service 
basis, is that of the Civil Service Commission, favoring the proposed change. 

1951 developments.—A year ago a subcommittee of the House Ways and Means 
Committee, under the chairmanship of Representative Cecil R. King, began a 
study of the administration of the internal revenue laws, based to a large extent 
on disclosures made by a subcommittee of the Senate Finance Committee sub- 


the Treasury 
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mitted to it by Senator Williams of Delaware. Out of recent hearings have 
come disclosures of Government employees accepting favors from taxpayers 
under investigation, of cases being dropped, and of similar practices. Meanwhile, 
the administration has been continuing its own BIR studies and investigations ; 
before the King subcommittee investigation was under way, it is stated that 
BIR collectors were removed in Boston, St. Louis, and San Francisco. 

During calendar 1951, 141 BIR employees were separated or forced to resign. 
Of this total, 60 were involved in tax irregularities, and the remainder in in- 
efficiency, drunkenness, tardiness, etc. They concerned some keymen, including 
T. Lamar Caudle, Assistant Attorney General and head of the Tax Division 
of the United States Department of Justice since 1947. In addition, the Chief 
Counsel of BIR resigned under fire. 

BIR operations have been discussed critically in recent years in the budget 
hearings of the Treasury Department-Post Office Subcommittee of the House 
Appropriations Committee, e. g., statement by the Special (Kefauver) Senate 
Committee To Investigate Crimes in Interstate Commerce that “there is doubt 
as to whether the BIR has been making a real effort to check on the income tax 
returns of known gamblers and racketeers.” 

To this criticism BIR officials made vigorous response pointing out, for 
example, that even though Al Capone never filed an income tax return, the 
Bureau finally put him in jail after an expensive budget effort of over 3 years 
and the use of over 200 special agents and revenue agents. 


SUMMARY 


The past decade has brought rapidly expanding collection tasks to the Bureau 
of Internal Revenue. Plan No. 1 of 1952 is the latest proposal of recent years 
to improve management of this huge, far-flung Federal agency. It emphasizes 
the need for a civil service basis of operation as did the Hoover Commission 
Senate Expenditures Committee hearings on plan No. 1 are advisable to help 
crystallize an informed opinion, even though no disapproving resolution has yet 
been filed in the Senate. 

HERMAN C. LOEFFLER, 
Professional Staff Member. 

Approved : 

WaLrer L. REYNOLDS, 
Staff Director. 


Nore.—Printed testimony on plan No. 1 of 1952 before the House Expenditures 
Committee will be made available at Senate hearings. 


SENATE COMMITTEE ON EXPENDITURES IN THE EXe&cUTIVE DEPARTMENTS 
JANUARY 29, 195z. 


Staff Memorandum No. 82—2-—9, Supplemental to S82-2-7. 
Subject: S. 2484, and Reorganization Plan No. 1 of 1952 for the Bureau of 
Internal Revenue. 


This supplementary memorandum deals with S. 2484, introduced on January 
22, 1952, by Senator Monroney, with Senators Moody, Sparkman, and Smathers 
as cosponsors. The bill tightens provisions of the Internal Revenue Code rela 
tive to punishment for dishonesty and unethical conduct in Government. It 
was referred to the Committee on Post Office and Civil Service. 

This important bill goes much beyond the scope of plan No. 1, although it is 
not in contlict with that Presidential proposal to reorganize the Bureau of In 
ternal Revenue (BIR). The staff therefore believes it might be helpful to issue 
this supplementary memorandum of staff interpretations of the major features 
of S. 2484. 


SECTION-BY-SECTION ANALYSIS 


Section 1. Authorizes citation of proposed statute as “Clean Goveriment Act 


of 1952.” 


Section 2. The following officials in the Bureau of Internal Revenue shall be 
appointed by the Secretary of the Treasury in accordance with “civil service 


laws and regulations: (@) Commissioner of Internal Revenue (b) ‘i'wo Assist 
ant Commissioners; (cj) One Special Deputy Commissioner; (d@) One Assist 
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ant General Counsel for the Bureau of Internal Revenue; and (e) “In general 
* * * a collector for each collection district.” 

(f) Incumbents of above positions become ineligible 6 months after passage 
of S. 2484, unless they are reappointed in accordance with its provisions, or they 
have qualified civil service status upon its passage. 

(g) Appointments, promotions, and other changes of status for future incum- 
bents of above offices may only be made after full field investigation of character, 
reputation, administrative ability, and technical competence. 

(hk) Persons concerned with BIR appointments and promotions may not re- 
ceive or consider any recommendation by employees of political organizations, 
and no civil service eligibility lists shall be submitted to such political employees. 

Section 3. (a) To insure a BIR “blue ribbon service,” there is established in 
the Civil Service Commission the office of Special Assistant for BIR, who is to 
have grade 18 status, and to be provided with necessary stenographic and other 
assistants. He shall study continuously all phases of civil service relative to 
BIR, and make appropriate recommendations, including promotions, awards, 
and incentives. He shall also recommend to the Civil Service Commission any 
advisable changes in regulations and statutes. 

Section 4. Provides a $10,000 fine or a year in jail, or both, plus disqualification 
for holding “any office of honor, trust, or profit under the United States” for 
intervention in tax cases by other than the taxpayer involved or his attorney or 
accountant of reeord. 

Section 5. In cases of bribery or offers of employment in connection with Gov- 
ernment employees or committees of Congress fines shall he levied of not less 
than $5,000 nor more than $10,000 or taree times the amount of the bribe, which- 
ever is greater, plus imprisonment for from 1 to 3 vears. Similar penalties are 
provided for bribery not only by gifts, but by offers of future employment; for 
offers or threats to customs employees ; and for acceptance of bribes or demands 
therefor by customs employees. 

Section 6. Reconstruction Finance Corporation to maintain publie records on 
all communications dealing with loun transactions by other than the applicant 
for loans. 

Section 7. Revokes pension of any member of the executive, legislative, and 
judicial branches when he is convicted of a felony because of improper use of his 
power or privileges, subject, however, to repayment with interest of any volun 
tary contributions by the convicted person to his civil service retirement account 

HERMAN C. LOEFFLER, 
Professional Staff Member. 

Approved : 

WALTER L. REYNOLDS, 
Staff Director 


The Cnairman. The Honorable John W. Snyder, Secretary of the 
Treasury, in response to the committee’s invitation, is present this 
morning to testify in support of this proposal, Out of deference to 
his position, the committee is happy to have him as the first witness 
at these hearings. 

Mr. Secretary, the committee welcomes you and we shall be very 
happy to have your explanation of this plan. You may proceed, and 
I may say I think it is proper and in keeping with better procedure 
that we permit you to make your complete statement free from inter- 
ruption before we undertake to ask questions, unless to briefly clarify 
some point that you may make in your remarks. 

All right, Mr, Secretary. 


STATEMENT OF HON. JOHN W. SNYDER, SECRETARY OF THE 
TREASURY 


Secretary Snyper. Mr. Chairman and members of the committee, 
we are presenting this plan to you today in two sections. The first 
will be the broader approach to the reorganization of the Bureau, 
which I shall present, and the second will be the detailed operations 











26 REORGANIZATION PLAN NO. 1 OF 1952 


that will take place under the operation of the plan, if it goes into 
effect. That will be presented by the Commissioner of Internal Rev- 
enue, Mr. Dunlap. sts 

I welcome this opportunity to discuss with you Reorganization Plan 
No. 1 of 1952, providing for reorganization of the Bureau of In- 
ternal Revenue. This plan, which the President, upon my recom- 
mendation, transmitted to Congress on January 14, is a culminating 
step in the continuing process of improving the efficiency and integrity 
of the revenue service. The organizational improvement of the Bu- 
reau is a matter which has been of deep concern to me since I assumed 
my present office in June of 1946. 

I know that it has been a matter of deep concern equally to the 
Congress and its committees. The many and painstaking studies 
which led to the preparation of Reorganization Plan No. 1 included 
valuable work by this committee, particularly in connection with the 
grant of authority and powers under the earlier parent Reorganiza- 
tion Plan No. 26 of 1950. Assistance and encouragement came also 
from the Senate Finance Committee, the Joint Committee on Internal 
Revenue Taxation, the House Committee on Ways and Means, the 
House Expenditures Committee, the Kefauver committee, the King 
subcommittee of the House Ways and Means Committee, and also the 
Senate and House Appropriations Committees. The extensive studies 
of the Hoover Commission on Organization of the Executive Branch 
of the Government produced findings and recommendations of great 
aid. 

In order that you might better understand the background of the 
Reorganization Plan No. 1, I shall first address myself to the basic 
problems resulting from the growth of the workload of the Bureau 
of Internal Revenue in recent years and the steps which have already 
been taken to meet these problems. The last decade has brought a 
revolutionary increase in the responsibilities of the revenue service 
to meet the exigencies of war and defense financing. In this decade 
the number of returns has increased fourfold and the volume of tax 
collections tenfold. With the broadening of the base of the personal 
income tax, wage and salary withholding was introduced, creating 
many new problems, not the least of which was that of mass refund- 
ing operations. ‘The excess-profits tax, the extension of social-security 
coverage, and the wagering tax has each made a new and substantial 
contribution to the workload. Our tax system today bears scarcely 
any resemblance to that of 1940. 

The increased workload has by no means been limited to such 
matters as the processing of returns and tax collection and refund pro- 
cedures. There has been as striking a growth in the other main opera- 
tional responsibilities of the revenue service—tax enforcement, admin- 
istration of new tax statutes, and settlement of disputed cases. On the 
enforcement front, the investigation and prosecution of fraud cases, 
beginning with the drive on black marketeers in 1945, and extending 
through the current drive on racketeers, has absorbed more and more 
time and manpower. 

Increase in personnel has not kept pace with this increase in burden. 
However, the number of returns audited has been more than doubled 
over the past 5 years. The additional tax assessments resulting from 
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audit in each of the last several years stand at almost five times the 
1940 level. 

The heavy volume of recent tax legislation, designed to finance de- 
fense expenditures, has severely tried the administrative forces of 
the revenue service. In the space of a little more than a year the 
Bureau’s staff was required to assimilate four major enactments— 
the Social Security Act of 1950, the Revenue Act of 1950, the Ex- 
cess Profits Tax Act of 1950 and the Revenue Act of 1951. Moreover, 
these developments have been accompanied by an increase in appellate 
work and cases in litig: ition: at the present time the uncollected taxes 
backed up in the ap pe llate pipe ‘line amount to $1.8 billion. 

With il continuing eXpansion of these tremendous proportions, 
the organization of the revenue service inevitably has suffered in 
many directions from stresses and strains. 

When I took office, I reailzed that the tremendous expansion which 
took place during the World War IT period was certain to have re- 
vealed organizational and procedural weaknesses. I realized also 
that any change in the organization of the revenue service had to be 
well thought out, with every detail considered, in order not to disrupt 

hamper day-to-day operations. With these thoughts uppermost 
in my mind, I initiated a program of management improvement. 
The program began with the intreduction of a Work Simplification 
Program, which started at the grass roots by tapping the accpmulated 


knowledge experience of every employee. This was our first a 
the road to reorganization. Congress assisted us in 1946 by the 
passage of Public Law 600, which authorized the Treasury to pay 


cash aw ards for meritorious suggest ions. 

In October 1946 the first large-scale conference in several years was 
held in Washington between field and departme ntal officials of the 
revenue service In order to survey its operational and administrative 
problems. A month later there was established a special committee 
on administration to analyze the suggestions ade at this conference: 
the report of this committee was received in August 1947. In July 
1948, I created a committee of highly qualified men from both inside 
and outside the Government to direct the management studies of the 
Bureau of Internal Revenue and to act as consultant in the solution 
of the administrative problems. In September 1948, Congress au 
thorized the employment of an outstanding firm of management 
engineers to make a broad-seale study of the Bureau. The firm’s 
report and recommendations were received in August 1949. 

The reports and recommendations from these sources, as well 
the information and suggestions coming from the congressional groups 
and the Hoover Commission, have been drawn upon in the develop- 
ment of the reorganization plan now before you. 

They have been drawn upon also in our constant efforts to correct 

eaknesses and improve the efficiency - the revenue service to the 
greatest extent possible under existing authority and within the 
existing organizational structure. The ste ps already taken have been 
in the general direction of the reorganization plan’s objectives, and 
I think it would be helpful to you, as a further presentation of the 
plan’s te koround., if I reviewed some of these ste ps. 
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I have already referred to studies which were initiated in order 
to get at the root of the Bureau’s problems. Here are some of the 
specific results. 

To the extent that the present organization permits, we have decen- 
tralized operating functions and strengthenec headquarters manage- 
ment control. We have strengthened front-line enforcement, notably 
through the creation of more than 100 special racket squads to run 
down criminal tax evaders. We have installed tabulating machines 
end other modern equipment. ‘We became the first large-scale busi- 
ness users of electronic computers. We have modernized record keep- 
ing by microfilming and other means. We have simplified tax col- 
lection procedures by introducing a depositary receipt system. We 
have speeded up our refunding operations. 

There have been improvements in the performance of various other 
major tasks. We have reorganized some of the major administrative 
divisions along functional lines. We have streamlined the field or- 
ganization by combining the excise tax agents with the field offices 
of the Income Tax Division. We have completed an audit control 
program aimed at more effective selection of returns for investigation. 
We have improved and simplified tax forms and instructions. 

We have been going ahead steadily with the setting up of a strong 
independent inspection service within the Bureau of Internal Revenue, 
reporting to the Commissioner. 

We are also proceeding with management improvements and the 
combination of functions which will permit greater efficiency within 
the scope of the present structure. This is bei ing accomplished, for 
example, by combining the separate Wage and Excise Tax Divisions 
of the Bureau, so that one division through one operating head can 
more effectively do the job formerly done by separate units. 

We are taking further steps to speed up all our operations. We 
have already instituted a new procedure for the reference of criminal 
tax cases directly from the field to the Department of Justice for 
prosecution. This change is the result of the study of nearly a thou- 

sand cases of tax fraud. The new procedure will mean a saving on 
the average of 4 months or more in each case. 

As a part of our reexamination of these procedures, and to eliminate 
delaying factors, we have recently announced two other important 
changes in enforcement policy. 

We announced that we will no longer permit the collateral factor 
of the taxpayer's health to weigh against our determination that the 
case is one warranting criminal prosecution. The health of the tax- 
payer can more appropriately be taken into account by the prosecuting 
authority or by judicial process. 

We have also announced the abandonment of the former voluntary 
disclosure policy. We abandoned this policy because of its contro- 
versial nature as reflected in court decisions, complexities of admin- 
istration, and the abuses which arose. 

These important policy changes will lend impetus to the intensified 
enforcement activities of the Bureau’s special tax-fraud drive and 
racket-squad work throughout the country, which are ferreting out 
the willful tax evaders and resulting in the recovery of additional taxes 
and penalties due the Government. 

These new procedures will in nowise reduce the rights of honest 
taxpayers. 
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Obviously, the Federal revenue system must have the public’s con- 
fidence and support. This means the system’s integrity must be un- 
questioned. Commissioner Dunlap and I, with full authority from 
the President, have acted promptly to eliminate from the Bureau of 
Internal Revenue any personnel who brought dishonor on the service. 
We have taken strong steps to remove opportunities for misconduct. 
Among the actions taken toward this end have been the following: 

(1) All supervisory employees and all other employees dealing 
with the public or handling Government funds—some 31,000 in all— 
have been required to execute and file with the Bureau a statement 
which would reflect their income and net worth. This will be a con- 
tinuing program. 

(2) Employees’ tax returns have been subjected to special audit. 
This, too, will be a continuing program. 

(3) All complaints of misconduct have been and will continue to be 
promptly investigated. 

(4) Quick disciplinary action has been taken as soon as the facts 
of each case were clearly known. 

(5) All collectors appointed i in the past year have been prohibited 
from having any outside activities which might conflict with the full 
and proper discharge of their duties. 

(6) We have cooperated fully with the Kefauver and King com- 
mittees. 

All of the above steps reflect the constant and ever-increasing efforts 
on the part of the Department to provide the best revenue service 
which it is humanly possible to provide under the existing structure. 

This reorganization plan will permit us to bring the revenue service 
fully up to the requirements of the present day. It will enable us to 
establish maximum efficiency of operation, and mi iximum service to 
the public. It will bring the service into closer accord with the merit 
system of Government employment. It will he in remove temptations 
to which, unfortunately, a few revenue service employees have sue 
cumbed in the past. 

A revenue service of top efficiency, of unquestioned integrity, and 


of maximum economy of operation certainly is something to which 
the American people are entitled. The maintenance of such a service 
is the strongest sort of protection for the further success of our volun 
tary system of taxpayer compliance. A new, adequate, up-to-date 


architecture has been planned for the revenue service with these 
objectives in mind, 

This reorganization plan, which grew out of your studies and efforts 
and ours, will localize revenue-service operations. Its e fect will be 
io bring the revenue service closer to the taxpayer in os s own com- 
munity. The plan will leave to the Washington headquarters of the 
service the proper duty and responsibility of establishing pte Be 
and policies for uniform application, administration, and enforcement 
of the revenue laws throughout the country. 

In the taxpayer’s local community, it will place the great bulk of 
tax administration under one man and eventually under one roof. The 
plan also puts all revenue employees in a local community under one 
man. 

A taxpayer coming into a local office on internal-revenue business 
can complete his business there, whether it be to purchase revenue 
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Stamps, to get tax forms, to get information or assistance in making 
out a tax return of any type, to pay any and all classes of tax, to have 
his return checked, or to appeal a proposed assessment. 

The number of such local offices will at least equal the number of 
local offices maintained today, and additional ones will be provided 
as population changes make it appropriate to establish new ones. 

The men in charge in local communities will report directly to an 
official to be known as a deputy district commissioner. 

The deputy district commissioner will have supervision of geo- 
graphical areas roughly corresponding to the present 64 internal 
revenue collection districts, His office will be physically situated in 
the city in which the office of collector of internal revenue is located 
today. Thus there will be a deputy district commissioner in every 
State, and in the more populous States more than one. 

The 64 or more deputy district commissioners will report to an 
official to be known as district commissioner of internal revenue. 

There will be not to exceed 25 district commissioners, each having 
supervision over two or more deputy district commissioners. The 
district commissioner will be suitably located in his region. 

Kach of the regions supervised by a district commissioner will 
embrace ge ographic ‘al sections which will insure a fairly adequate dis- 
tribution of the workload among the district commissioners. 

Each of the district commissioners will have complete charge of all 
revenue service matters in his district. 

The district commissioners will be the only operating field officials 
who will report to the Commissioner at Washington. 

The total of not to exceed 25 poeta field officers who will report 
directly to the Commissioner at Washington under the plan compares 
with almost 200 field officers reporting directly to Washington under 
the present organizational set-up. 

The plan provides for three Assistant Commissioners, one of whom 

will supervise the operational activities of the district commissioners. 
Lnath er will supervise the Inspection Service, and the third will look 
after technical matters. 

The Commissioner of Internal Revenue will be appointed by the 
President, by and with the advice of the Senate. 

Because of its fundamental importance, I want to revert for a 
moment to the Inspection Service of the Revenue Bureau. 

The Inspection Service is the arm of the Commissioner, by which 
operations and the personnel of the revenue service are brought under 
continuous scrutiny to insure efficiency and integrity of performance. 
The Commissioner is extending the work and expanding the person- 
nel of the Inspection Service so that a closer, more systematic, i to- 
day check of the various field and departmental offices of the revenue 
service can be maintained. 

It functions directly under the Commissioner and is therefore inde- 
pendent of the rest of the Bureau. It will correct the major defects 
of the past inspection system which functioned separately in each 
major division of the Bureau and was responsible separately to each 
division head. 

I would like now to tell you why we are urging adoption of this 
plan of reorganization. First, let me comment on that part of the 
plan which provides that all positions in our revenue service, except 
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the position of Commissioner, would be filled by civil ser rennet and 
women. ‘The principal effect of this provision would 
the 64 positions of collector of internal revenue. Si cnctee ee 
sons we are urging this. They are all simple and they are all sound. 

First, the system as we now know it under which collectors of inter 
nal revenue are appointed by the executive branch outside the civil 
ener ee Seana one of almost a century’s standing. It was in 
troduced at a time before the merit system was devised, and then it 
was Teeked. these decades in our history when our internal 
revenue system was relatively free of highly technical and legal prob- 
lems. The official responsibilities of collectors in those days were 
relatively light. The principal requirement was one of community 
leadership to encourage local acceptance of Federal taxes. The tax 
payer base was narrow and the collectors, in a real sense, acted more or 
less as mere receivers of tax monies and as cond 
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our tax system 


has undergone a steady expansion with a consequent need for con 
tinual reappraisal of practices and ea which have now be- 
come either obsolete or cumbersome for the nountainous and com 
plex job that confronts the revenue service today. The present Vs 
tem of ap ypointing collectors of internal revenue is one of these prac 
tices. Since collectors are not appointed and cannot be removed by 
the ¢ ‘ommiussione r of Internal Reven hue or myself, { hey ale Ol fully 
responsive to the control of their superiors in the Treas ry Depart 
ment. Added t o this impediment ts the uncertainty of oflice tenure 
which attaches to their position. 

Secondly, collectors do not hold the pol ley making type of offi 
which shoul | properly be sub} ect to Presidential appoln tment. Their 
duties are primarily administrative and tecli Stee we tals of 
a type which should be within the framework of our civil-service 
system. 

Lastly, exte nsion ot civil service to the positions repla ing that ot 
collector, and all other offices in the revenue service, excepting only 


that of Commissioner—which is on a high policy-making level i 
ax administration—would further the principles of the merit system 
in an agency of our Government which preeminently should be f 
of any hint or suggestion of favoritism or influence. 


It should thereby enable us to attract to the service and hol 
men and women who are interested in pursuing Government sery 
as a career but who naturally want to look forward to opportunities 
for advancement to top positions in that service for which they may 
be qualified. 

Some of the present collectors have civil-service status. They are 
eligible to be appointed to any position, provided they meet the qualhi- 
fication standards prescribed by the United States Civil Service C 


i Olli- 
ne AIL such appointments are subject to the approval of the 
‘ivil Service Commission. 
The remaining collectors may compete in civil-service « KXaminations 
for other positions if they meet the standards prescribed by the Civil 
Service Commission. 
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I want to remark here that as a body, the collectors of internal reve- 
nue have done excellent work. They have given great assistance in 
solving our problems and in making possible our accomplishments, 
and they have borne their full share of the tremendously increased 
revenue service workloads. 

I would like now to tell you why the plan provides for the ap- 
pointment of “not to exceed 25 district commissioners.” Here again 
the reason is simple. At the present time there are almost 200 head- 
quarters field offices reporting to the Commissioner through seven 
different separate line divisions. There are 64 main offices in the field 
engaged in both collecting taxes and in auditing the smaller returns. 
There are 39 field districts which concern themselves with auditing 
the larger classes of returns. There are 14 field districts which deal 
only with the tax-fraud aspects of tax cases. There are 12 field dis- 
tricts of the Bureau’s appellate staff and there are 15 field districts 
engaged in the enforcement of the alcohol and tobacco taxes. 

The reorganization plan, as I have said, would combine these va- 
rious types of offices into not more than 25 regional revenue districts, 
each of which would be headed by a district commissioner accountable 
clirectly to the office of the Commissioner in Washington. I would like 
to emphasize as strongly as I can at this point, however, that this does 
not mean that service to taxpayers will be curtailed in any area since 
there will be up to 70 suboffices and the present network of zone offices 
and posts of duty throughout the country, which have been estab- 
lished to meet the public’s needs, just as there are now. As a matter of 
fact, not only will there be the same facilities available to taxpayers 
under the plan as there are at the present time, but these facilities 
will be expanded to include services which are not now available in all 
localities where the Bureau now has collectors’ offices. 

Those of us in the Treasury and in the Bureau who have given in- 
tensive study to this plan, and have observed the economies resulting 
from the management improvements already put in effect over the last 
few years, are confident that effectuation of this plan is capable of 
producing potentially large savings. I think it right and proper to 
point out here, however, that we cannot make a specific estimate of the 
actual amount of savings that may result, particularly before the plan 
is actually in operation. 

The difficulties of attempting to make precise estimates of savings 
were recognized and well-stated ina report to the Joint Committee on 
Internal Revenue Taxation in 1948. This report as published by the 
joint committee said : 

Any substantial change in Bureau procedure will require time to be put into 
effect. Shortages of appropriate office space in suitable locations, lack of highly 
specialized mechanical equipment (some of which should be custom-designed for 
Bureau operations) and the sheer magnitude of the task make it impossible to 
effect large economies in this housekeeping job within a brief period of time. 
The Bureau needs a 2- to 4-year period to analyze and diagnose its management 
problems and to test and experiment with possible solutions. For this activity 
it should employ the best talent and techniques that are available, both within 
and without the Bureau organization. The importance of an effective house 
keeping job in connection with the collection of the internal revenue is not 
limited to the economies involved but has an important bearing on the character 
and cost of the verification and enforcement job. 
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The impossibility of trying to pin-point specific dollar-and-cent sav- 
ings resulting from reorganization was recognized also in the hearings 
on the Reorganization Act of 1949. It seems clear from the legisla- 
tive history of that act that what is required is assurance of substantial 
savings, not specific estimates. 

But I do want to indicate some actual areas where substantial econo- 
mies are likely to result from effectuation of the plan. 

The consolidation and ere ation of certain functions now widely 
scattered is one of these area 

Another is the expected ageing of offices. 

Still another is the prospective reduction in travel expenses. 

Savings will result from a wider use of mass-processing techniques 
which will be made possible by the consolidation and merging of 
operations. 

Eventual placement of all personnel in one building in each locality 
should make for potentially large economies in the use of both per 
sonnel and space. 

Next, merging of the various enforcement operations under one 
authority should reduce enforcement costs by eliminating duplication 
of effort arising from the present division of enforcement activities. 

Further decentralization of activities to the field should reduce costs 
by eliminating multiple handling of mail and records. 

Reorganization of the Bureau of Internal Revenue has been 
brought to the attention of the Congress because, as the President 
made clear in his message, it involves the grant of congressional sane- 
tion in addition to the exercise of administrative authority. The 
two features of the reorganization plan which definitely require the 
participation of Congress are : 

(1) The abolition of the statutory offices of collectors of in- 
ternal revenue; and 
(2) The upgrading of the top administrative positions. 

As to the first point, the present organization of the Bureau rests 
as you know, on 64 collectors’ offices, specifically established by statute 
nearly a century ago. This was obviously intended by Congress to 
be the framework around which the collection system was to be built. 
In any case I would not want to change that basic feature of the 
Bureau's structure, sanctioned for so long by the Congress, without 
congressional knowledge. 

But there is another reason why the plan has been brought to 
Congress, and that is because the plan fundamentally and sweepingly 

changes the Bureau's structure. It is therefore essential for the legis- 

lative branch of the Government to be informed of this plan and 
to hear the reasons for its need, for without the support of the Con- 
gress this far-reaching undertaking cannot be expected to produce 
the hoped-for results. 

We have been much heartened by the support which the plan has 
received from the Congress, from the press and public throughout 
the country, from the Civil Service Commission and from many 
other sources. The action of the House Expenditures Committee in 
supporting the plan by rejecting a resolution to disapprove it, after 
intensive examination of the plan during its hearings, reflects the 
constructive and cooperative spirit with which the Congress has ap- 
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proached consideration of the proposal. The King subcommittee, as 
you know, has spent long months in close, careful study of the oper- 
ations of the Bureau of Internal Revenue, and Chairman King’s 
strong statement in support of the plan in his appearance before the 
House E xpenditures Committee is, in my opinion, significant. 

To those who have thus placed their stamp of approval on the 
plan, and indeed to all American citizens, with their direct and vital 
interest in it, I want to give the assurance that in putting the plan 
into effect we shall make every possible effort to see to it that their 
expectations of far-reaching public benefit are fully realized. 

That concludes the prepared staternent of my own, Mr. Chairman. 
If you would like to go into the details, which will answer m: iny of the 
problems here, I will be glad to have the Commissioner present the 
detailed side of the operations of the plan. IT will be subject to what- 
ever your pleasure is. 

The Cu os MAN. The chairman is inclined, if it is agreeable to other 
members of the committee, to permit the Secretary and the Commis- 
sioner of Internal Revenue to make their presentation in the manner 
and in the order in which they prefer. If the Secretary prefers to de- 
fer questions to him until after the Commissioner has testified, and if 
both would be available then and responsive to questions, why, we 
shall proceed that way: otherwise, we shall proceed to ask you some 
questions now, whichever you prefer. 

Secretary Snyper. The reason I made the suggestion is that I think 
it will conserve the time of the committee if we proceed to let the 
Commissioner present the detail, because I think it will answer many 
of the questions that might be coming up at this time. Both of us will 
be available for any questions that the committee may want to put 
to us. 

The CuatrrmMan. I am pe fectly willing to proceed on that basis, 
if it is agreeable to the committee to proceed that way. 

I would like to ask the Secretarv—and I know he will be glad to do 
it—if he will assure the committee that he will be available for ques- 
tioning, whether we can conclude today or at some other convenient 
time. 

Secretary Snyper. Any time, Senator. 

The CnarrmMan. We may not get through today. I think we havea 
unanimous consent agreement in the Senate to begin voting on amend 
ments and on a bill that is now pending, and we would not be able, I am 
sure, to hold an afternoon session today. 

Secretary Snyper. We will be available at any time, Mr. Chairman, 
except tomorrow morning, because, as you know, I have an Appropri- 
ations Committee hearing. But any other time I would be glad to 
come up. 

The CuatmrMan. I knew you had this appointment in the morning 
before another committee, and we probably couldn't have you here 
tomorrow as we have witnesses scheduled at that time. In the event 
we run past 12 o'clock today, we may need you after tomorrow when 
it is convenient for you to come bac k. 

All right, Mr. Dunlap, will you come forward, please, sir? 
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STATEMENT OF JOHN B. DUNLAP, COMMISSIONER, BUREAU OF 
INTERNAL REVENUE 


The Cuarrman. Mr. Dunlap, may I inquire if you have a prepared 
statement ¢ 

Mr. Dun.uap. No, sir: nothing other than the charts. 

The Cuainman. Then would you like to make a statement generally 
with reference to the details of the plan? May I ask you whether vou 
care to be interrupted during the course of your ¢ xplanation of the 
plan, or would you prefer that the committee withhold any questions 
that they may have until you have concluded? We want to be as 
accommodating tO VOU as We Can. 

Mr. Dunuap. I think, sir, we will gain more due to the fact that 
this isa presentation of three charts, one after the other, that we should 
clear up each ohe as we Yo along. 

The Cratrman. Then the committee may be free to ask questions as 
you proceed ¢ 

Mr. Dunuap. Yes, sir. We in the Bureau deeply appreciate the 
opportunity of going over these details with you, and will do our best 
to answer all of your questions from our own explanation as We go 
through. 

The Cuairman. I may say I think the Secretary has given a very 
fine statement, a splendid statement, on the basic proposal; and the 
committee will be very interested now in hearing the details from you. 

Mr. Duntap. This first chart covers the entire organization from 
the top to the bottom. I don’t think it is necessary to go into too 
many details on this chart because we have enlargements of each sec- 
tion that are more in detail, and which we will discuss as we come 
to them. 

(Chart 2 referred to follows:) 
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DEPARTMENT OF THE TREASURY- BUREAU OF INTERNAL REVENUE 


Summary Chart of Proposed Organization 
JANUARY 14,1952 
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The main thing that we want to show you from this chart is the 
fact that the lines of author ity run throughout the entire set-up under 
the new plan. We have direct lines of authority running vertically, 
which we do not have under our present organization. 

The Commissioner deals only with these 25 operating officials in the 
field known as district commissioners, so that we have a very clear 
line of control from the top to the bottom. 

The CHatrmMan. May I ask a question there to clarify it? 

Does that mean that the—first identify what the suboffices are at 
the bottom of the chart. What are these suboffices ? 

Mr. Duntap. They are little field offices, zone offices, operating un- 
der the deputy district commissioner. 

The Cuatrman. That is what I wanted to get clear. The deputy 
district commissioner is one of the 25—— 

Mr. Dunuap. No, sir: one of the 70. They are the officers who re- 
place what you now know as collectors of internal revenue. 

The CuarrMan. That is what I wanted to get straight. The deputy 
district commissioner is somewhat equivalent to the present collectors ? 

Mr. Dunuap. That is right. 

The Cuamman. How many. districts do you have now / 

Mr. Dunuar. Sixty-four. The next segment is the office of the 
district commissioner, up to 25 offices mentioned in the President’s 
reorganization plan. We have detailed charts of each of those, and we 
will proceed right down in order and catch the details. 

The Cuatrman. I didn’t want to interrupt, but I did want to get an 
understanding of the chart. 

Mr. Duntap. The main thing shown in this chart is lines of con- 
trol, and only on this chart could you see the full line of the inspection 
service. That is a service which will furnish the Commissioner the 
facilities through which he checks personnel, both before and after 
employment, checks the operations and functioning of each of the 
field officers throughout the entire service. 

The CuatrMan. I note your chart does not show there any connect- 
ing link between the Assistant Commissioner (Inspection) and the 
Commissioner, as it does on the other side of the chart with the Chief 
Counsel. 

Mr. Duniar. The Chief Counsel isn’t in the operating set-up. He 
is just a lawyer for the Commissioner. 

The Cuatrman. He is outside; he is in the Treasury ? 

Mr. Dunwap. He is in the Bureau physically. The plan calls for 
him to be a civil service career employee who is physically present in 
the Bureau. He is under the supervision of the General Counsel of 
the Treasury Department for professional advice and qualifications. 

The CrrarrmMan. I note your line shows there that he is reporting 
directly to the Commissioner; is that correct ? 

Mr. Dunuap. Yes, sir. 

The Cuamman. There is no line on the other side of the chart. 

Mr. Duntar. That is brought out more clearly, sir, on the sub- 
sequent charts. 

Senator Munpr. Where does the Commissioner come from? Is he 
a political appointee or is he a career man? 

Mr. Duntap. The Commissioner himself will be appointed by the 
President, by and with the advice and consent of the Senate. 
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Senator Munpr. The Commissioner will be an appointee ? 

Mr. Dun.ar. Yes, sir; the only one. It is a policy-forming office, 
and for that reason we feel it should not be a civil-service office. 

Senator Smriru. In other words, then, everyone in the Bureau of 
Internal Revenue will be under civil service except the Commissioner ? 

Mr. Dunwap. That is right. 

Senator SmirH. Every other person / 

Mr. Dunuar. Every other person in the Bureau except the Com- 
missioner himself, 

Senator Smiru. And he is an appointee of the President, confirmed 
by the Senate ? 

Mr. Dunuap. Yes, Senator. 

Senator Dworsnak. That would place most of these officials and 
employees ona comparable basis to the postinasters we have now under 
civil service / 

Mr. Dunuap. Yes, sir; except that they come under a special pro- 
vision of law, as you know. 

Senator Munpr. Does that mean you are going to blanket them in 
like postmasters and change the name and call them civil service ? 

Mr. Dunuapr. No, sir. 

Senator Munpr. If it is going to be the same as the postal service, it 
is far from civil service. 

Mr. Duntap. But the postmasters are appointed under a special act, 
which doesn’t affect anybody else in the civil service. We want to 
come under the merit system, just as it affects all other people in the 
Government. 

Senator O’Conor. Were you in the service prior to 1941? 

Mr. Dunuap. Yes, sir. 

Senator O’Conor. Would you say that the act of 1941 in placing the 
deputy collectors under civil service has worked to the advantage 
of the public ? 

Mr. Dunuap. Yes; I think so; decidedly so. 

Senator O’Conor. In other words, if the same principle were ex- 
tended, as was partway done in the legislation requiring the deputy 
collectors to be placed under civil service, it would in your opinion 
add to the efficiency and economy as well ? 

Mr. Dunuar. Yes, sir; unquestionably to my mind. 

The Cuarmman. All right, proceed with the charts. 

Mr. Dunuap. I would like now to tell you the relationship and the 
way the Chief Counsel's office functions while we have the whole line 
before us on the map. 

The Chief Counsel is the attorney for the Commissioner of Internal 
Revenue, and, of course, as we all know, he is charged with performing 
all the legal functions and giving all the necessary legal advice, not 
only to the Commissioner, but to everybody else in the internal revenue 
service who requires such advice. 

As we get to the next chart, we will show you in detail how he ac- 
complishe s that function, having his attorneys in the various operat- 
Ing sections throughout the internal revenue service. 

Since this chart mere ly shows the lines of control, I should like to go 
on unless there are further questions regarding it. 

The CHamman. Before you proceed, I still don’t quite understand 
this Assistant Commissioner in ch: arge of inspection. You show the 
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Chief Counsel reporting directly to the Commissioner by your chart, 
if 1 am able to interpret it correctly. 1 assume certainly the Assistant 
Commissioner in charge of inspection would report directly to the 
Commissioner but it is not clear on the chart. 

Mr. Dunuap. Yes, sir; there it is [pointing]. It is just put out 
there, this line could just as easily run here, here, and here. 

The CHarMan. I notice the other line is directly from the Chief 
Counsel to the Commissioner, and I was trying to get the difference. 

Mr. Dunuar. It is a question of spacing on the chart, but if you 
will notice, all these lines run directly to the Commissioner. 

The CHairMan. So there is no difference in the line of authority 
on reporting to the Commissioner as between the C hie f Counsel and 
the Assistant Commissioner in charge of inspection; is there any 
ditference ¢ 

Mr. Dunuar. No, sir, no difference. It goes directly to him. 

The CuarrmMan. The way the chart is drawn there, there could be 
a question. 

Mr. Dun tar. One other thing I would like to bring up about the 
Inspection Assistant Commissioner. In that office we combine all 
the inspection functions now being done by seven different divisions 
of the Bureau into one office, so that the Commissioner has at his clis- 
posal one officer entirely separate from the rest of the operations of the 

sureau, independent from everybody, who can keep him properly ad- 
vised on all subjects which he will inspect. 

He is not an oper ating officer in that he does not control any of 
these people. He is just what is said, he is an inspector. He is to in 
sure that we have the right type of people to begin with, that they stay 
the right type of people after they are hired, and that each of these 
offices is operating and functioning In accordance with policy and 
law. 

Senator Munpr. Mr. Dunlap, it seems to me that the validity of the 
whole program depends almost entirely on how valid and honest is 
the merit system employed. I think you had an unfortunate analogy 
when you said to Mr. Dworshak you thought it was going to run like 
the Post Office Department. 

Mr. Dunuar. I didn’t say that, sir. 

Senator Munpr. He asked you whether it was cone to be like post 
masters, and you said, “Yes, sir,” and that is why J raised the qi iestion. 
because it is not going to be oper: ated that w: ay, as I understand it. 

Mr. Dunuar. As I tried to bring out, the postmasters are appointed 
on an entirely different basis. 

Senator Munpr. Could you detail for us precisely how a man under 
civil service, seeking to become, let us say, Assistant Commissioner, 
would proceed to make his Cc rede ntials available, and how would the 
choice be made? 

Would it be made by the technique used in the Post Office Depart- 
me ” of a panel of three, and then the Commissioner looks them ove1 
and says, “Well, we are sorry; none of those fellows is a Democrat, 
so we will have to have a new panel of three.” Do they come to the 
Senators and ( ongressmen and the national committeemen and 
State chairmen for recommendations / I hope not, but if not, pre 
cisely how ? 
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Mr. Duntap. No, sir. The way I understand the operation of 
postmaster appointments is that they must be selected from a list of 
three, and then submitted to the Senate for senatorial confirmation. 
That is not true of any other office in the civil service, as far as I know. 
Other civil-service employees are selected from those certified to the 
appointing officer as having the qualifications and having passed the 
necessary examinations and having otherwise qualified themselves to 
hold such a position. 

Now under any civil-service rule you do have the choice under the 
rule of three, as they call it, to select one of three people. But it must 
be within that area, particularly if those people happen to be veterans. 

The Cuarrman. Let me ask a question along that line. All of these 
employees are to be under civil service and selected from civil service 
eligible lists that may be established, I assume; is that right? 

Mr. Duntar. Not necessarily, sir, because a career employee who 
has been certified by the Civil Service Commission as meeting the 
standard for a job can be promoted. 

The Crarrman. Wait a minute now. Of course, if an employee 
already has a civil-service status, he is already in the civil service. 

Mr. Dun tar. That is correct. 

The Cuatrman. And I understand that they can be promoted as 
they are now. The he: - of the Department does not have to come to 
Congress or anybody else to get permission to promote somebody in 
the civil service when they merit it. 

Mr. Denar. That is right. 

The Cuarrman, That is true in this set-up 

Mr. Duntar. That is true in this set-up, sir. 

The CuatrMan. Let’s take the Deputy District Commissioners as an 
illustration. No roster of eligibles has been established for those as 
of the present, I assume, because there is no such office in existence. 
In other words, this list of eligibles under the civil-service procedures 
would have to be established for those offices; is that not correct ? 

Mr. Duntar. The Civil Service Commission is working on that 
phase of it now. 

The Cuairman. But we are here to approve or disapprove a plan 
and it is our hope that it has been worked out sufficiently so we can 

ass upon it intelligently. 

Mr. Dun ar. Yes, sir. 

The Cuamman. What I am trying to determine now is how will 
the Secretary go about the selection of these Deputy District 
Commissioners ? 

Mr. Duntar. The standards will be established for the position by 
the Civil Service Commission. In other words, the occupant of that 
office must meet certain requirements. 

The Cuarrman. I am talking about the other office, not the district 
commissioner, the deputy district commissioner. 

Mr. Dun3ar. They will work out the standards that the man must 
meet in order to hold that office. 

The CuHatrrman. The Civil Service Commission will do that? 

Mr. Duntar. The Civil Service Commission. 

The CuarrmMan. Then what happens? 

Mr. Duntap. We can either fill that office by promotion of qualified 
people or by assignment of qualified people with civil-service status 
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already within the Bureau, or we could select the man from an appro- 
priate civil-service register. 

The Cuairman. When you get to that, assume that no one is avail- 
able for promotion and a civil-service register is established, from 
what area will applicants be entitled to compete for that examination 

Say you are going to select a deputy district commissioner in North 
Carolina, up in South Dakota, or down in Arkansas. The Civil Serv- 
ice Commission sets up the standards. I assume it would hold a com- 
petitive examination if you did not have some one in the organization 
already with civil-service status whom you felt met those require- 
ments and could be promoted, then I assume a competitive examina- 
tion would be held: is _ at correct ¢ 

Mr. Dunnar. Yes, si 

The CHarrMan. In holding that competitive examination for an 
office for deputy district commissioner, who would be eligible to com- 
pete in that examination, to take it? Would any citizen of the United 
States be eligible, or would it be confined to residents of the area to be 
served ¢ 

Mr. Duntar. The Civil Service Commission, of course, has those 
two types of examination—one that is eonfined to the regional set-up 
of the civil service, and the other is conducted on a Nation-wide basis. 

I believe Mr. Ramspeck indicated in his testimony before the House 
that these would be examinations conducted on the Nation-wide basis 
out of Washington. 

The Cuatrman. They would be Nation-wide, that is the way the 
plan is contemplated to work? On that basis, then, a deputy commis- 
sioner could be assigned from California to North Dakota or South 
Dakota or Arkansas or North Carolina or one from New York, Boston, 

r anywhere else. 

Mr. Duntar. The best qualified people they ean find in the country 
would be eligible. That is whom we hope to select. 

The CuarrmMan. All right. W agony thev hold the examination, the 
competitive examination, probably a great number would qualify and 
make a passing grade. How is the: selection made from those who 
qualify ¢ 

Mr. Duntar. Just exactly like it would be from any other civil- 
service register. They are placed thereon in accordance with the 
grade they make. The man m: aking the highest grade is at the top, 
and you go down accordingly. You have to consider them in that 
order. There you have, of course, the question of the disabled vet- 
eran, who, regardless of his ore ade goes to the top of the register. 

But you must select by the rule of three right down from the top. 

The Cuamman. By the rule of three? 

Mr. Duntap. Yes, sir. 

The CHarMan. Is that the way the Bureau envisons its operation 
now, that you must select one of the three highest ? 

Mr. Dunnar. That is the civil-service law that you are limited to 
one of the three. You can’t pass over three men. You have to 
pick one of the three men on the register. 

The Cuamman. One of the three top men on the register. Al] 
right. 

Mr. Duntap. Then you can keep on down the register, but you must 
abide by the legal rule of three which is part of the civil-service law. 
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The CHarrman. None of the three need be a resident of the district 
in which they are to serve? 

Mr. Duntap. No, sir. 

The Cuamman. All right. 

Senator UNperwvoop. Under that could you move a man from one 
district, could you move one deputy district commissioner and _re- 
place him with another from a different part of the country 4 Could 
you trade places with the two? 

Mr. Dun.uap. Yes, sir, we could do that, and we feel rotation would 
be a valuable asset we would gain out of the plan. 

Senator DworsHak. Under the existing set-up of the Internal Rev- 
enue Bureau, how many officials and employees are not now under 
civil service? 

Mr. Dun tap. Sixty-eight, sir. 

Senator Dworsnak. But all the other employees are ‘ 

Mr. Dunuar. Yes, sir. 

Senator Dworsuak. How many of these civil-service employees 
have you discharged during the past year because of inefficiency or 
alleged corruption 

Mr. Dunuap. Because of inefficiency ? 

Senator Dworsuak. Or alleged corruption, charges of any kind 
involving corruption. 

Mr. Dunuar. During the past year, leaving the inefficiency angle 
out, just talking about removals for cause, we actually removed 141 
employees. There were 26 others under suspension at the end of 
the year, pending the investigation of their cases. 

About half of those were removed for offenses having nothing to do 
with their honesty, and others were removed for cause having to do 
with mishandling of taxpayers or questions of venality. 

Senator Dworsnak. Were they all under civil service and had they 
been selected for those positions under civil service 

Mr. Dunuar. No, sir. All of them had been under civil service, 
with the exception of the six collectors of internal revenue. 

Senator Dworsnak. They had procured their jobs through some 
procedure whereby their qualifications were examined ¢ 

Mr. Dunuapr. Yes, sir. We could not contend, of course, that civil 
service by itself will make a man completely honest or relieve him 
from tempt: ition. We do claim that the tighter and more efficient 
organization set up by this plan would remove a lot of the underlying 
causes for some of our troubles now. 

Senator DworsHak. How would it do that‘ 

Mr. Duntap. Because it isa much tighter, much more closely super 
vised organization, 

Senator DworsHak. Haven't you had supervision up to the present 
time ¢ 

Mr. Duntap. Yes, sir, but not as tight as this. 

Senator DworsnaKk. With the exception of collectors, there has been 
complete authority for the selection of qualified civil-service em 
ployees for the Internal Revenue Bureau, and vou could have dis 
charged them at any time under existing regulations; is that not right 

Mr. Dunwap. Yes, s 

Senator Munpr. Do 1 understand that this whole new chart envi 
gions the same type of personnel, by which I mean civil-service per- 
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sonnel, as are now employed with the exception of 68 people who 
under the present system you might call political appointees and 
under this system would be mer it pemaplopees; is that right / 

Mr. Dun tar. That is right, si 

Senator Munpr. That saad i; the 64 internal revenue collectors 
and 4 other people along the line ¢ 

Mr. DuN Lap. Two assistant commissioners, one chief counsel, and 
one now who is special deputy commissioner. 

The CHairMan. You say tWo assistant commissioners. Would not 
the assistant commissioner—— 

Mr. Dunutar. But we have only two now. The third is a new one. 

Senator Munpr. I saw a figure in the paper, given not long ago— 
maybe it is the same one you are talking about with Senator Dworshak. 
In your very comme ‘ndable desire to straighten out some of these de 
linquencies of the present set-up you have removed a considerable 
number of people who a year ago or 2 years ago were ecleal in the 
Internal Revenue Bureau. I was wondering if you could break 
down for us, how many of those you removed were in the political 
classification of the 6&8, how many that you removed were under civil- 
service status. 

Mr. Duntar. We will be happy to furnish the committee a com- 
plete tabulation showing their numbers and their classification and 
the positions they occ upied, if you would like; yes, sir. 

Senator Munpr. I think that would be help ful to have it in the 
record, because it would give us some idea how the civil-service fellow 
compares with the political fellow as of now. 

The CuarrmMan. As I understand it—and I think it is very desirable 
to have that information—you want a breakdown of the 141 who 
have been dismissed from the service, and the 26, I believe ~ Com- 
missioner said, who have been suspended, who are under suspension, 
and also showing the number that were under civil-service status, 
and those who were political appointees. 

Senator Munpr. That is right. 

The Cuairman. Mr. Commissioner, will you supply that, please ? 

Mr. Duntav. We will furnish that. 

Senator Humrurey. May | suggest that we also have their clas 
sification ¢ 

The CHarrMAN. I understood he would give that. 

Mr. Dunutarv. We will break that down. May I make a little cor 
rection there? These people were severed from the services by ( litter. 
ent methods, some by requesting their resignations, others by— 

The Cuairman. Will you show that method ¢ 

Mr. Duntar. Yes 

Senator Munpr. It will have the complete story in one table? 

Mr. Dunuar. Yes, sir. 

(The material referred to appears on p. 136.) 

Senator O’Conor. In the fixing of standards which will govern 
future examinations, who will have the decision as to that ¢ 

Mr. Dunuap. The Civil Service Commission. 

Senator O'Conor. Do they consult with the Department / 

Mr. Dunuap. Yes, sir; they confer with our people to find out the 
requirements for the job, the technical requirements, and the standards 
which must be met. 
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Senator O’Conor. In the event of a difference of opinion as to what 
you think would be proper standards and the Civil Service Com- 
mission, who would have the final say ¢ 

Mr. Dunuap. Usually it has been the Civil Service Commission ; 
they have the final say. 

The CHarrMan. Who makes the selection of one of the three; who 
makes that decision ¢ 

Mr. Dunuap. It depends on the employing level. If this man is 
hiring a field agent, of course he makes the selection. If this district 
commissioner is hiring somebody in here, he makes the selection. If 
this man is to be hired, it is made up here. 

The CuHarrMan. So then you, as Commissioner, would not take the 
responsibility yourself for the selection of a deputy district com- 
missioner, but the responsibility for making that selection, as I under- 
stand your explanation, would be reposed in the district commissioner, 

Mr. Dunuarp. Under strict civil-service procedure, yes, sir; but I 
think this: that no head of an agency could delegate such full au- 
thority to this man. He would want to insure that this man’s selec- 
tion was perfectly adequate and the kind of man we wanted to fill that 
job. 

So I would reserve the right to approve any selection made on that 
level. 

Senator O’Conor. Isn’t the selection ultimately subject to review 
by the Civil Service Commission ¢ 

Mr. Duntap. Yes, sir. 

Senator O'Conor. So that the public interest is assured by reason 
of the fact that eventually the Civil Service Commission can review 
them / 

Mr. Duntap. Yes, sir; they review any appointment made under 
civil-service laws. 

The Cuamnan. If they certify a list of eligibles to you and you 
make a selection of one of those whom they certify as eligible for 
appointment, one of the top three, what is the oceasion for them to 
review that selection after certifying it to you? 

Mr. Dunuar. Because there is a possibility of a mistake in arrange- 
ment of names on those certificates. I have seen it happen where those 
certificates come out with 150 names on them, and you have to select 
maybe 35 people to employ. By using that rule of three and having 
to jump back and forth when you eliminate a man and go back and 
start counting again, the chances for errors to be made are serious. 
So they reserve the right to check ge registers and be certain that 
every appointment made is made in accordance with the rules and 
regulations. ® 

The CuarrMan. In other words, they only review it to see that 
you conformed to the rule of three ¢ 

Mr. Dun tar. That is right, and if we haven’t conformed, they 
make us conform. 

The CHatrman. But they do not review it as to the eligibility of 
the one you select, because they have already certified him. 

Mr. Dunwar. Only as to the mechanical correctness of the pro- 
cedure. 

The Carman. I am sorry that these questions keep arising, but 
[ should like to ask this. Since the approval of Reorganization Plan 
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No. 26, of 1950, was not the full authority, and all functions with 
reference to the Bureau of Internal Revenue transferred to the 
Secretary of the Treasury, as provided under that reorganization 
plan ¢ 

Mr. Dunuap. That is correct, si 

The CHarrMAN. Then since the effectuation of that reorganization 
plan there has been reposed in the highest source, the Cabinet position, 
the full authority and direction and all functions of the Bureau of 
Internal Revenue / 

Mr. Duntuap. Yes, sir. 

The CHarrMan. Now is there any advantage to be gained under 
civil service with respect to ferreting out employees who are guilty 
of misconduct and discharging them if found guilty or if found un 
worthy to hold the position / 

Mr. Duntap. I do not think so. The trouble, if you are talking 
about the 64 collectors- 

The Cuatrman. Let’s confine it to the 64 collectors who are now 
political appointees. 

Mr. Dunuap. Yes, sit 

The CuairmMan. Under your plan they would become deputy dis- 
trict commissioners performing substantially the same functions col- 
lectors now perform, I assume. 

Mr. Dunuap. Yes, sir. 

The Cuarman. Maybe with some variations but substantially so. 
You now propose to place them under civil service. By doing so 
would it enable you or the Secretary of the Treasury to discharge 
anyone under civil service who m: LV be found culty of some miscon 
duct or unworthy to longer continue in the position’ Would 
able you to discharge him more expeditiously ¢ 

Mr. Dunuap. Yes, sir. 

The CuarrmMan. You mean that you can discharge a civil-service 
appointee more expeditiously than you can a political appointee / 

Mr. Duntap. I don’t mean that at all, sir. What I mean to say is 
that by bringing them into this system you place them under the 
control of the Commissioner and the Secretary, where we do have 
that authority, which we do not now possess. 

The CuatrMan. That is what I want to get at. You state now 
that you do not have the authority to discharge a political appointee / 

Mr. Dunuar. That is correct. 

The Cuatrman. Who has that authority? 

Mr. Duntap. Only the President. 

The CHarmman. You mean by transferring all functions under 
Reorganization Plan No. 26 and all authority to the Secretary of the 
Treasury, that that did not carry with it the power and the authority 
to discharge political appointees for inefficiency or misconduct ? 

Mr. Dunuap. It did not change the set-up of the collectors of inter- 
nal revenue from a legal standpoint. They were left as they were. 

The CHAmMAN. Does the Commissioner under the present set-up or 
the Secretary of the Treasury exercise any right of recommendation 
in those cases where they find these political appointees, the present 
collectors, derelict in their duty ? 

Mr. Dunuap. Most certainly; yes, sir. 
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The CnarMman. Have you made such recommendations to the 
President ? 

Mr. Dunuap. Yes, sir. 

The Cuatrman. Take the case out in St. Louis. Mr. Finnegan, I 
believe, who testified before another committee that he had been try 
ing to resign for more than a year—I am using this as an illustration, 
and I believe the Secret ary testified that he h: ud asked for his resigna- 
tion during that period of time. Was that a case where it was impos- 
sible to get rid of him? Where is the responsibility for his not hav 
ing been discharged¢ That is what I am trying to determine. 

Under the present system where does the responsibility lie for his 
not having been discharged when he was trying to resign or the Sec 
retary was trying to get rid of him ¢ 

Secretary Snyper. That is a case where this man is under indict- 
ment; I will be glad to discuss the matter with you. I don’t want to 
take any position. 

The CHarrMan. We are not discussing the question about his being 
under indictment. 

Secretary Snyper. The question is whether comment at this time 
would prejudice his case. Yes, L asked for his resignation. 

The Cuarrman. I understood you did. That is why I am trying to 
determine where the fault is. 

Secretary Snyper. Up until he actually resigned there was no evi- 
dence available to me that his conduct was any other than just inap 
propriate for conducting his office. 

The CuarrmMan. What had prompted you to request his resignation, 
then, if there was nothing to indicate there was anything improper? 

Secretary Snyper. I said other than the administrative conduct of 
his office. I thought his conduct of the office was such that we would 
prefer not to have him running the office. 

There was no criminal act, or fraud, or anything of that sort, in my 
knowledge, up until the time he resigned. It was just a question of 
improvement of the service. 

The CHarrMan. You did try to improve the service / 

Secretary Snyper. Yes, sir. 

The Cuamman. And you weren't able to do it by your efforts? 

Secretary Snyper. Eventually, yes; eventually it did work out. 

The CuAmman. That is after the criminal conduct was exposed ? 

Secretary Snyper. That is not the case, sir. 

The Cuarrman. How long was it after you first requested his res- 
ignation before you succeeded in getting rid of him? 

Secretary SNypeR. Some 4 or 5 months. 

The Cuamman. Four or five months? 

eee Snyper. Yes, sir. 

The Cuamman. You are absolved, then, in your efforts from the 
responsibility for his continuing in office during that period of time. 

Secretary Snyper. I never try to duck responsibility. 

The Cuamman. I am not saying you are, but I am trying to help 
you get out of If you are not responsible, I want the record to 
show it. 

Secretary Snyper. I am on record as having asked him to resign. 

The CHarrMAN. Some 5 months before you were able to get rid 
of him. 
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Senator Smirn. I would like to get this clear in my mind about the 
collectors of internal revenue. I don’t quite understand just what 
becomes of them under this new plan. Are they blanketed in under 
civil service? Do they take the examination? Does their past service 
amount to anything ¢ 

Mr. Duntap. That, of course, is to be handled ander the rules of 
the Civil Service Commission and by them. We have some 17 col- 
lectors who have full civil-service rights now. They have status, and 

re perfectly eligible for promotion or appointment to any job within 
the service, 1f they meet the qualifications and standards for the 
particular job. 

The others would be, I am sure, given full opportunity to take the 
examinations, qualify if they could. 

Senator Smrru. Would you give them priority ? 

Mr. Duntav. There will be no blanketing in. 

The Carman. In that connection, if I may, take the sy 
tion in my State where we have had no internal revenue collector for 
the past 5 years, we have an acting collector. How would that oflice 
be handled under this new plan? 

Mr. DUNLAP. The acting collector has full civil-service status. and 
he might or might not be selected to operate that office, depending on 
the standards that are finally arrived at by the Civil Service Com- 
mission for the job. He might possess them and he might not. 

The CHatrmMan. So inthe event he did not, then you would go down 
further into your employees there having civil-service status, prob- 
ably, and select one of those whom you thought did measure up to 
those requirements 4 

Mr. Duntap. Yes. we would select the best qui alified man we could 
possib ly find for that deputy district commissioner's office. 

The CuatrmMan. IT assume, Mr. Commissioner—and if I am wrong 
in this assumption, please correct me—TI assume it would be vour policy 
to try to find men he these deputy commissioner positions who are al- 
ready in the service and who are experienced and who possess the 
qualific ations that meeet the standards set up by the Civil Service 
Commission; is that right? 

Mr. Dunnar. We naturally would, sir: because of their training 
and experience it would be a valuable asset in operating one of those 
offices. 

The CHatrMan. It is highly probable, then, that it would be un- 
necessary to hoid any aauaiaitian and that would mean that gen- 
erally for these positions you would select career men who are al- 
ready in the service and promote them to deputy district. commis- 
sioners: is that right? 

Mr. Duniar. Provided only, as T say, that they meet the standards 
set by the Civil Service Commission. 

The Cuairman, That would be your policy to try to fill those posi- 
tions in that manner 4 

Mr. Dunuap. Yes, sir. 

Senator Horry. Mr. Dunlap, about this rule of three, how does that 
apply’ Does that mean that you have got to take on the whole civil 
service list the people who are qualified for a particular position, 


either one of the first three, according to their oracde appearing on 
that list ? 
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Mr. Dunuar. That is right. They are listed on the register, sir, 
the man who made the highest grade is at the top, with the exception 
of the disabled veterans, and regardless of his grade, he is at the 
top. 

But you take the first three names arranged in that order by grade, 
and you must consider each one of the three. You must consider all 
three of them, and then you pick out the one who, in your opinion, after 
considering all of their qualifications 1 is the best qualified for the job 
to be filled. Now he is gone, he is off the register. 

Senator Hory. Before you leave that, suppose the first three hap- 
pen to be veterans with 10-point preference and also they have 
to be selected first. Now you might have a very much more capable 
man who had experience in there, but you would have to take one of 
those first three; is that right ? 

Mr. Duntap. Yes, sir, unless we could prove to the Civil Service 
Commission’s satisfaction that for some reason or other none of oe 
was qualified. In other words, that they had made a mistake o 
something was physically wrong with them that would not let hae 
handle the job. That isn’t usu: al. U sually when you have got three, 
one of the > will qualify. 

Senator Hory. I was thinking about filling all these deputy places 
and how you are going to get the best men. You may have a man 
who passed the highest examination, but he may not be the best man 
to fill the job, because he may be a man who can pass an examination, 
well prepared on that, who has no practical common sense, no judg- 
ment, no executive ability. 

Mr. Duntap. That is the reason they gave us a choice. 

Senator Hory. They give you a choice of three ? 

Mr. Dunuar. Yes. 

Senator Hory. But you have to take somebody in those three to 
fill those various positions ¢ 

Mr. Duntap. Yes, sir. 

Senator Hory. You have no wider choice unless you can satisfy 
the Civil Service Commission that they have made a mistake about 
the grades, or something like that? 

Mr. Dunuap. That is right. 

Senator Hory. So when you come to fill a position in any of these 
important places, you have to take some of these people qualified 
under civil service, and you have to take one of the first three. 

Mr. Dunuap. Yes, sir. 

Senator Hory. If you take a Nation-wide list, you may have in 
these examinations people from all over the country, and you are 
filling them for different cities, and each time you take the top three 
and get somebody out of that; is that right? 

Mr. Duntwap. Yes, sir: but let’s go back to the time before their 
taking the examination. Before any citizen is permitted to take a 
civil service exam, he must meet the standards for that particular 
examination. 

In other words, the Civil Service Commission might determine, 
let us say, that this man must be an executive, having had 10 years’ 
experience heading up a good-sized business, that he “must have had 
some particular training, he must be a university graduate, must 
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be an accountant. These standards they must meet before the Civil 
Service will let them take the exam. 

Senator Hoey. I am talking about after they get on the list. Now 
suppose you go to fill these pl: ices, these 25 deputies in the United 
States. Then ; you are going to have a national examination and they 
will make up this list, “and then you will start at the top to take the 
first three to fill the first position. You select one. Now you get one 
out. Do those two still stay up there ? 

Mr. Dunuar. Until they have been considered three times. When 
you take one out, it leaves the other two, you drop down to the fourth 
name on the register and select one of those three. 

Senator Hory. I see. 

Mr. Dun.uap. Until each man on it has been considered three times. 

Senator Hory. They stay in, and the only way you can pass them 
is by going to somebody else? When you make a second selection, 
you have two that you considered the first time and you only have 
ohe new man ¢ 

Mr. Duntap. Yes, sir. 

Senator Hory. If you pass them over again, you haven't got any 
new man ¢ 

Mr. Dunuap. We go down to the fifth named man, and he is teamed 
up with the first two. 

Senator Horry. You have to exhaust all the people before you can 
get rid of the other two? 

Mr. Dunuap. They must be considered three times. 

Senator Hory. There is no way in the world you could select under 
Civil Service the men to head these regions, men who live in the re- 
gions, except by accident ? 

Mr. Dunuap. That would depend on whether the Civil Service held 
national or regional examinations, which is up to them. 

Senator Hoey. I can’t conceive of how it is going to be beneficial 
to the internal revenue service to take a man from California and send 
him to New York, or send a man from one section to another. I think 
the strength of it would be more in getting somebody who lived in the 
region where the business was transacted, who knows something about 
it and is somewhat familiar with the customs, the people, their habits, 
and business interests. 

It looks to me as though you would be running into all sorts of 
things if you switch all over the United States, picking a man here 
and a man there because he was at the head of the list, when many 
more capable men could be found and men more suitable for the 
positions they are going to fill. 

Mr. Dunuap. Senator, I think that you need to realize that these 
people can be selected from an examination or they can be promoted 
from within the service. 

Senator Hory. If you promote them from within the service, how 
is that done? 

Mr. Dunuap. At the present time we have 39 very fine internal rev- 
enue agents in charge, career people, scattered all over the United 
States. We have at the present time, 14 special agents in charge. We 
have the heads of our various offices all over the country, some 200 of 
them. All of these—with the exception of the 64 collectors—are career 
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people. These give us, to begin with, a nucleus of very fine people 
from which we could possibly find these 25 people. 

Senator Hory. In the selection of those, can you take those and 
ignore the first three ? 

Mr. Duntap. They have got the status, they don’t have to come off 
aregister. They are subject to promotion right now. 

Senator Hory. You could ignore the matter of taking the first three 
on the lst? 

Mr. Dunwap. Yes. 

Senator Hory. Where anybody is in the service already you can pro- 
mote them / 

Mr. Dun tar. That is right. 

Senator Hory. How do vou go about arriving at a pron notion 4 
Suppose you have a half dozen men who fill the qualifications in the 
service, but here is a man who has seniority—say, he is not as 

capable as one who hasn’t had so much seniority. How do you get the 
most capable man to fill that position from your career men ? 

Mr. Dunnap. By a complete analysis of their service in the Govern- 
ment, their experience, their qualifications of all kinds, and from our 
personal ae of their capabilities. 

Senator Hory. Can you exercise your best judgment in selecting 
the one out of the ji without regard to seniot ity ¢ 

Mr. Dunuap. I have for years. I haven't paid too much attention 
to seniority. 

Senator Hory. Iam just asking. Iam not sure about the operation 
of it. 

Mr. Dunuap. Yes, sir. I don’t believe seniority should be any 
final test for any appointment. 

Senator Hory. I am disposed to agree with you about that but I 
was just wondering about the method you adopt to get the best man 
in the service. 

Mr. Duniap. That is what we do. We take everybody who is 
eligible and survey their record right down the line, hold interviews 
when we have two or three of them we might want to select from. 
We interview all of them and talk to them and of course, we know 
their personal qualifications to begin with. 

Senator Hory. Let’s take these 25 regions that you esti ablish. I 
understand about that. That means a total of more than a State 
ordinarily. 

Mr. Dunuap. Yes, in some. 

Senator Hory. You select those. What sort of facilities—I notice 
you say you will provide equal facilities which now obtain in the 
States. What would be the set-up in a State? Let’s take for illus- 
tration North Carolina. We have a large revenue district there, one 
district for the whole State, and collect vast amounts of revenue. 

What sort of local establishment would be there ? 

Mr. Dun.ap. Sir, if you will let me go through the charts, I will 
answer every one of those questions in great detail as we come to 
those offices. 

Senator Hory. I thought you might just mention the sort of 
set-up it would be. Would you have somebody at the head of it? 

Mr. Duntar. He would be deputy district commissioner, 
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Senator Hory. He would be deputy district commissioner in charge 
of North Carolina, for instance ? 

Mr. Dunuap. Yes, sir. 

Senator Hory. Would the returns and all of the operations go 
through his office just as they go now through the collector ¢ 

Mr. Dunuap. Yes, si 

Senator Hoey. Then What would happen in the event there was 
some sort of appeal or change ? To whom woulk | the appeal got 

Mr. Duntar. It would go to the appellate section. 

Senator Hory. In v3 region ? 

Mr. Duntap. Yes, si 

Senator Hory. In citi region ? 

Mr. Dr NLAP. In the field office provided in the area where the man 
lives. 


Senator Hory. What I am speaking about is prese thy you have 
this State collector, for instance, and he has a State. \n appeal roes 


to Washington. Now under this plan the appeal would vo to some 
of these regional offices / 

Mr. Dr NLAP. Yes, sir: it would £0 tO the appellate alin sion. 

Senator Hory. Then it goes to the regional office, and if you want 
to appeal from that, it would go to Washington; is that right? 

Mr. Dunwar. No, sir; they go to the Tax Court if they can’t get 
together there. 

Senator Hory. They fo to the Tax Court / 

Mr. DUNLAP. That is the pre sent Si stem, there is no change in that. 

Senator Hory. But you have no regional offices now / 

Mr. Dunuar. Yes, sir. Every part of the United States is now 
covered by a regional office of our appellate staff. There are no tax 
cases settled in Washington, haven’t been since 1939. 

Senator Hory. r resently you have an ap peal ancl vo go TO youl 
district collector. Then you have an appeal and that ee es it. 


Now that same policy would apply in this new arrangement / 

Mr. Duntap. Yes, sir. 

Senator Hoey. Wi) hat sort of stat? is contemplat din these r¢ 7101 Ss 
where the Commissioner is put, these 25 regions / 

Mr. Dunuar. What I was trying to say, Senator, if you let me go 


into the charts, I will show you in great det 
and | he staff that would be in each office. 

nator Horry. All right. I just thought I would ask a few of 
aes questions now. 

Senator Humpurey. I don’t want to hold back the Commissionet 
on hi explanation, but there have been two or three thi oY said here 
on which I think the record must be clarified. 

No. 1 is disabled veterans. I understood you said you had to take 
a disabled veteran. 

Mr. DuNLApP. No, sir. I said that under the examination pre cedure 
disabled veterans went to the top ot the register. 

Senator Humrnurey. If they passed. 

Mr. Dunuap. Yes. 

Senator Humpnrey. I want that to be made clear. I don’t want 
the record to indicate that just because a man is disabled, he gets the 
appointment, even if he wets a orade of ou), He has to have a passing 
erade, 


a1] t he operational nl; 
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Mr. Duntar. None of them gets on the register unless he passes. 

Senator Humrurey. I don’t want the record to come out and indi- 
cate to a disabled veteran that just because he takes an examination, 
regardless of his grade, he is on the register. He has to have a passing 
grade, and he automatically goes to the top of the list; is that right ¢ 

Mr. Duntar. That is right. 

Senator Humpnrey. Second is with reference to Senator Smith’s 
question about the present collectors. I don't believe you quite fin- 
ished your answer to her. The present collectors would be, as I under- 
stand it, entitled to the privilege of taking the civil-service examina- 
tion; isthat correct 

Mr. Duntar. Yes, sir. 

Senator Humrurey. To qualify for the purpose of taking the job 
of ne commissioner or for any other job. 

, Dun tap. Yes, sir. 

tout Humpurey. Now let me ask you this. With reference to 
Senator Smith’s question, do the present collectors have any priority 
or are they to have any special favoritism or privilege once they have 
taken the examination / 

Mr. Duntar. No, sir. 

Senator Smiru. May I interrupt / 

The CuatrMan. Senator Smith. 

Senator Smiru. In other words, their past service wouldn't count ; 
is that right / 

Mr. Dunxar. I am sure it would count in the Civil Service Com- 
mission’s decision as to whether or not they meet the qualifications to 
take the examination. 

Senator Smirn. I wondered how many of those people would be 
sacrificed because of this change. There are some pretty good men 
who have been in the service a long time, who might not be capable 
of passing the full examination but are very worthy of appointment. 

Mr. Duntar. Of the ones who would want to take it and who are 
interested in taking it, I feel that every one of them is highly qualified 
and would have no trouble in passing the type of examination that 
they would have to pass, whatever it might be. 

Of course, there are quite a few of them who are disqualified to begin 
with on account of age. We have, I believe it is eight, collectors who 
are over 70 years old, and of course they are barred to begin with. 

Senator SmirH. Are they among the 17 civil service ¢ 

Mr. Duntap. No,ma’am. 

Senator Humrpnrey. My point is that in the matter of the examina- 
= on civil-service procedure experience is the only priority. That 

s, the only priority which a collector would have would be the experi- 
ence he has had, which would be one of the factors in evaluating the 
grade he received on - examination; is that right 

Mr. Dunuar. Yes, si 

Senator Humpurey. 7] think it is important to get this perfectly 
clear lest anyone, with his cynical mind, feel there is some method 
being used to infiltrate the old collectors back onto the same job 
regardless of qualifications. They have to pass the qualifying exami- 
nation. 

Mr. Dunuar. That is correct. 

Senator Humpnrey. And they have to be one of the top three. 
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Mr. Dun ar. That is right. 

Senator Humpnrey. Before they can be selected. 

Mr. Dunuar. That is right. 

Senator Humrurey. Now the selective method of recruitment is 
greatly misunderstood by the public, and I want to get it clear for 
thé record. You stated awhile ago, Mr. Commissioner, in the matter 
of selection of possible appointees, that the individual who gets on 
a register must first have qualified to take the examination; is that 
correct / 

Mr. Duntar. That is correct, 

Senator Humrurey. In other words, the Civil Service Commission 
draws up what we call job descriptions, position descriptions; is that 
right 

Mr. Duntap. That is correct. 

Senator Humrnurey. Where it states specifications and qualifica- 
tions. The individual who takes the examination—let us take John 
Jones—writes in and says to the Civil Service C ommission, “IT want 
to take the examination for de ‘puty commissioner. 

The first thing the Civil Service Commission will have to inform 
Mr. Jones is that there are certain basic qui alifications that he must 
meet before he can even take the examination, correct / 

Mr. Dunwar. Yes, sir. 

Senator Humpnrey. Such as, let us say, 5 vears experience in pri- 
vate business, managing a business that had an income of not less 
than $50,000 a year, or he must be in good health, he must have had 
no criminal record and certain other credentials: is that correct / 

Mr. Dunuarp. Yes, sir. 

Senator Hu MPHREY. SO that the civil-service selective examination 
s based upon certain established recruitment standards before the 
examination is administered or begun ? 

Mr. Dunuap. Yes, sir. 

Senator Humenurey. All right. Now let’s get on the Nation-wide 
examination. I know there will be honest differences of opinion as to 
whether or not these eXaminations should be Nation-wide or whether 
they should be regional. Is it within the Secretary of the Treasury's 
jurisdiction or the Commissioner of Internal Revenue’s jurisdiction 
to deal with this, to tell the Civil Service Commission that an exami 
nation should be Nation-wide or regional ? 

Mr. Dunuar. No. sit 

Senator Humpnurey. In other words, the Civil Service Commission 
will determine on the basis of its own judgment and standards the 
nature of the examination and the area that the examination is to 
cover: is that correct ? 

Mr. Dunuap. Yes, sir. 

Senator Humpurey. So this is entirely a civil-service judgement 
unless the Congress legislates to the contrary ? 

Mr. Dunuap. Yes, sir. 

Senator Humpurey. The Nation-wide examination could be for 
any one of the many posts that you have outlined on your chart; is 
that correct ? 

Mr. Dunuap. Yes, sir. 

Senator Humpurey. It would be your policy as the present Com- 
missioner of Internal Revenue to rotate ? 
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Mr. Duniap. We feel that rotation is a very healthy thing in some 
of these supervisory jobs; yes, sir. 

Senator Humpurey. Now the next and final question I want to ask 
you is on promotion, because again we have got to get the record 
exact on this. 

om the matter of promotion, the vast bulk of your employees are in 
the career civil service and have been recruited on the basis of the 
merit system, correct ? 

Mr. Dunuar. Yes, sin 

Senator Humeurey. Now here is a job specification drawn up for 
the position, let us say, in the cashier’s division, the head of the 
cashier’s division. There may be somebody working in a similar 
division at the present.time at a grade 10, we will say. I have not 
the slightest idea what the grade is. I am sure whatever it is it is 
not enough for what they are doing. We will say grade 10. 

The head of the cashier section would be grade 12, let’s assume. 

Could you just promote anybody that you wanted in there or would 
you have to make that promotion on the basis of specifications, job 
descr ip tions, drawn up by the Civil Service Commission 2 

Mr. Dunuar. That is what we have to do. We can only promote 
the man who meets the civil-service specifications. 

Senator Humrurey. Now I want to get that perfectly clear, because 
you don’t have to abide by stric t se nior ity, do you ¢ 

Mr. Duntar. That is right, sir: we do not. 

Senator Humpurey. But ade would have to abide in the matter of 
promotion by having whoever was promoted meet the particular 
standards and qualifications and specifications set up for the job; is 
that correct ? 

Mr. Dunuar. Absolutely, sir 

Senator Humpnrey. So you couldn't appoint your cousin or your 
best friend or somebody else’s cousin or best friend unless he met 
the job specification standards / 

Mr. Dunuap. That is correct, s 

Senator Humrurey. That is the advantage of civil service, and | 
would just like to make this clear. If anybody thinks civil service 
changes a man’s character or removes temptation or evil motivation 
from him, they have got the wrong idea about civil service; but I 
would iMmagn ie that the risks at 
that theoretic ally is true—and I hope that the theory would work out 
in practic 

I don’t want to have anybody feel that as the reorganization plan 
comes before us, we are cone to make saints out of all sinners and 


that we are going to be able to make paragons of virtue out of people 


that are of human spirit. 

We will be faced with what you are now, that once ina while there 
is a bad apple even in the best barrel, no matter how well it is selected. 

Senator Dworsnak. Are you through, Senator / 

Senator Humpnurey. Yes. 

Senator Dworsuak. Mr. Dunlap, did all of the 64 collectors re 
ceive their present appointments under the cof ive system / 

Mr. Dunxar. Yes; they are all presidential appointees. 

Senator Dworsuak. You me ntioned e ight that are ove rage. If vou 
eliminate those. it is possible for 56 collectors to become top-level 
officials under this new plan? 


e less in something like that—at least. 
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Mr. Dunuap. If they meet the qualifications and pass the neces- 
sary examination. 

Senator Dworsuak. Assuming that to be true, then can you be spe 
cifie and point out wherein this proposal to establish the civil-service 
set-up for the Bureau of Internal Revenue will ah changed the 
personne ‘| with the exception of thee i@ht who are overag 

Mr. Dunuar. Yes, sir. We have, as I said, about > 
possess full career status, eligible for any civil-service 
vrade 15 or higher, in the Government right now. They 
eround level through the internal revenue service 
qualified. 

We have, I believe, as I said, eight collectors who do not meet the 
age requirements ; they are over 70 years of ave. The rest of them 
would be perfectly eligible, as I say, to take the examination and 
qualify, but only if they took those examinations and qualified for the 
positions could they be appointed. So it is impossib le for me to tell 
you who woul | be and who would not be. 

Senator Dworsuak. But theoretically it is possible for you, if this 
proposed reorganization plan were adopted, t o wind up w ith the same 
personnel in the top-level positions, with the exception of iain 


enoyv é 
collectors who 
appoll tment 


came up Trom 
i 


‘ 


and are lniehly 


men 
who are now over: age 5 is that right ? 
Mr, Dun tar. Theoretically, it is possible, but I would mathe- 
matic: ally thee hane ‘es of it would be very remote. 
Senator Dworsuak. What I was trying to determine is whether 


merely putting these men under civil service would change their qual- 
ifications and their possibility for supervisory excellence merely be- 
cause they are transferred from a 5\ stem of polit ical patronage to one 
ot civil service. 

Mr. Dunuar. Of course not, sir 

The Cuamman. Mr. Dunlap, we are going to have to conclude in 
a minute, and of course we will have to resume these hearings later, 
but something has been mentioned about rotation. I don’t know that 
1 fully understand what you mean by rotation. 

Does it mean that once a Deputy District Commissioner is selected 
for Arkansas, North Carolina, or Minnesota and placed in charge 
as the deputy district commissioner, that later you could transfe 
to some other district and transfer someone else from 
State into that State to serve as district commissioner or as deputy dis- 
trict commissioner ? 

Mr. Dunuap. Yes, sir: we have that throughout the internal rev 
enue service now, except as to collectors 

The Cuatrman. That is as to civil-service employees / 

Mr. Dunuar. Yes, sir. 

The Cuatrman. You can transfer them and you do exercise that 
right of transferring them, but [ am talking about the man in charg 
of the office who now is an internal-revenue collector and whom 
you propose to change t to de pl ity distri ict Commissioner w d place 
him under ew) service, Then that would 1 ean that at in time 
vou elected to do so as Commissioner you slr transfer the deputy 
district commissioner for Arkansas or Minnesota or North Carolina 
or any other State, transfer him out and transfer another one in from 
some other State. 

Mr. Duntap. That is right, sir. 


r him 


some other 
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The Cuarrman. So that would be a further extension of the idea 
that a man serving in such a position should not necessarily be a resi- 
dent of the area in which he serves. 

Mr. Dunuap. Yes, sir, that is correct. 

The Cuatrman. So that the process in its practical administration 
in the matter of selection—I want to be pretty much assured about 
that as we go along here—does not necessarily mean that a deputy 
district commissioner must be a resident of the State in which he is 
to serve. I want to know waar these examinations are going to be 
confined to the State or the area to be served, to applicants there, or if 
they are to be national in eae and anybody might be selected cS be 
sent into my State. I want to know that. 

Mr. Dunuwar. Yes, sir. Well, as I understand Mr. Ramspeck’s 
statement, he does plan on a Nation-wide examination. But T want 
to call your attention to this, sir. A man is deputy district commis- 
sioner and a position opens up as a district commissioner somewhere 
else across the country. Certainly we should have the right to go to 
deputy district commissioners and survey them for promotion to this 
job, regardless of where it is. 

The CuairmMan. I don’t think there would be objection to promo- 
tion to a higher position, I certainly wouldn't see any objection to 
that; ifa Deputy District Commissioner has made a record that en- 
titles him to promotion, I think the proper thing to do would be to 
give him the promotion. That is not the question. 

But where you rotate these positions, shift them around from one 
office to another, without promotion being involved, that is something 
else. 

Secretary Snyper. Mr. Chairman, may I interject a thought / 

The CHarrMan. Secretary Snyder. 

Secretary Snyper. The authority to make the rotation is an im- 
portant deterrent in the integrity field. If a man knows he is subject 
to being moved, he is less likely to set up lines of operation in an 
office. It is a question in administration as to whether or not the 
District Commissioner or the Commissioner of Internal Revenue 
would ever like to avail themselves of that authority to rotate, but 
the fact that they do have it is an import: int factor in the removal of 
temptation in the whole service and operation. That is an important 
point. 

The Cuatmman. I think this point should also be made in that con 
nection. Some of them are removed or transferred for other reasons. 

Mr. Dunuar. Yes. 

The CuarrmMan. I see it is 12 o’clock. We can’t possibly conclude. 

I wish to make this announcement. 

Senator Dworsnak. I have one brief question I think would be 
pertinent at this point. 

The CuatrmMan. Senator Dworshak. 

Senator Dworsuak. Do you believe any of the collectors already 
involved in corruption or misconduct in the Bureau would have been 
able to have obtained their present positions if this proposed reor- 
ganization plan had been in effect ? 

Mr. Dun ar. I am not qualified to answer that, Senator, because 
Iam not familiar with their educational backgrounds and the require- 
ments the civil-service people might put on that job. 


Senat 


your suj 
Mr. | 
went ou 
Senat 
but whe 
to the a 
Mr. I 
Senat 
Mr. I 
Senat 
been afl 
reorgan 
Mr. I 
qualifies 
They al 
conduct 
characte 
The ¢ 
( Dise 
The ¢ 
er, if F 
for you 
Secre 
away. 
The ¢ 
Secre 
ularly u 
but the 
o'clock i 
arrange 
The 
o clock, 
for Fric 
Secret 
missione 
(Whe 
at loa 





REORGANIZATION PLAN NO. 1 OF 1952 a7 


Senator Dworsnak. They are your 64 collectors operating under 
your supervision now as Commissioner; are they not 

Mr. Dunuar. Yes, but I thought you referred to the six that 
went out. 

Senator Dworsuak. That is right, I did specifically refer to them: 
but when you said you didn’t have any general concept or opinion as 
to the ability of these people, not only the six, but the other 58 

Mr. Dunuap. I was talking about the six. 

Senator Dworsuak. You were talking about the six / 

Mr. Duntapr. Yes, sir. 

Senator Dworsuak. You are not sure just how they would have 
been affected or whether they would have been appointed had this 
reorganization plan been in effect / 

Mr. Duntap. What I said, sir, is that I am not familiar with their 
quatlific ations, which would, of course, have been the governing factor. 
They all, of course, would be subject to the examin: ition that would be 
conducted of these people, the preappointment examination of their 
character under this plan. 

The CuarrMan,. Off the record. 

(Discussion off the record.) 

The Cuarrman. May I inquire, Mr. Secretary and Mr. Commission- 
er, if Friday morning would be satisfactory to resume the hearing 
for yout Would that be convenient, Friday morning of this week? 

Secretary Snyper. That is Cabinet morning, but I think I can get 
away. 

The Cuairman. We want to try to conform to your convenience 
Secretary Snyper. I will check on it and see if there are any partie- 
ularly urgent matters coming up, and if not, I will be glad to attend; 
but the Commissioner certainly could be here, and T could come at 10 
o'clock and stay until 11, even if I do have to go back, but maybe I can 

arrange to stay the whole time. 

The CHarrMan. We will recess until tomorrow morning at 10 
o'clock, and the committee will schedule you and the Commissioner 
for Friday morning at 10 o’clock. 

Secretary Snyper. I will be here Friday morning with the Com- 
missioner. 

(Whereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 10a.m., Thursday, January 31, 1952.) 
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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


THURSDAY, JANUARY 31, 1952 


UN Irep Strates SENATE, 
CoMMITTEE ON EXPENDITURES 
IN THE ExecutrivE DEPARTMENTS, 
Washington, D.C, 

The committee met, pursuant to adjournment, at 10:15 a. m., in 
room 357, Senate Office Building, Senator John L. MeClellan (chair- 
man) presiding. 

Present: Senators McClellan, Hoey, O°Conor, Humphrey, Under- 
wood, Mundt, Smith of Maine, and Dworshak. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk: and Herman C. Loeffler, professional stattf 
member. i 

‘The CHAIRMAN, We will come to order. 

We are resuming hearings this morning on Reorganization Plan 
No. 1 of 1952 

The committee is favored this morning with the presence of the 
distinguished Chairman of the Civil Service Commission, the Hor \- 
orable Robert Ramspeck, who is here in response to the committee’s 
invitation to give testimony regarding this plan. 

Mr. Rams peck, the committee is ol; ad to we le ‘ome yo and we are 
interested in your views and comments regarding this plan. 

Mr. Ramspeck. Thank you. 

The CHatrMaNn. I believe you have a prepared statement. You may 
proceed, and I shall ask the members of the committee not to interrupt 
you until you have completed your statement. 


STATEMENT OF HON. ROBERT RAMSPECK, CHAIRMAN, UNITED 
STATES CIVIL SERVICE COMMISSION 


Mr. Ramspreck. Thank you. 

Mr. Chairman, and members of the committee, I appreciate the 
opportunity of appearing before you this morning in order to testify 
on the personnel aspects of the proposed reorganization plan for the 
Bureau of Internal Revenue. 

I have had a chance to review the reorganization plan as it affects 
personnel administration in the Treasury Department, but I have 
not examined it from other viewpoints, since that is not my present 
responsibility. The Civil Service Commission is completely in accord 
with those features of the plan which bring certain key positions in 
the Bureau of Internal Revenue within the competitive civil service 
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system. We believe that this proposed extension of the merit princi- 
ple of selection will greatly strengthen personnel management within 
the Bureau. 

As a Member of the House of Representatives I once had the privi- 
lege of helping to extend the civil service system to many of the 
higher administrative posts in the Federal service that were not of 
a policy-determining nature. Independent appraisal of that action 
of the Congress has indicated that it was a good move. I think the 
proposed reorganization plan for Internal Revenue will have a similar 
good effect for insuring the selection and retention of honest and 
capable officials for those important jobs. 

On January 7 of this year Secretary Snyder wrote me requesting the 
Commission’s assistance in accomplishing the personnel phases of the 
reorganization with a minimum of delay. He indicated his personal 
desire to make the Bureau of Internal Revenue a “blue-ribbon civil- 
service organization in which all of us can place genuine confidence 
and have justified pride.” In reply I assured him of our complete 
cooperation and said that we will devote every possible resource to 
his assistance. Our staff has already been in touch with the personnel 
officials of the ‘Treasury Department in order to initiate improvements 
and do the necessary work in preparation for the changes which the 
plan would bring. 

[am sure that your committee will be interested in our present plans 
for accomplishing the personnel aspects of the reorganization, 

Since our discussions with the Treasury Department are still under 
way. I cannot give you the final details, but the major points are clear. 
From the pe ‘rsonnel point of view, the first steps that must be taken 
are to determine the grade levels of the key jobs under the new plan 
and to establish high examination standards for them. I can assure 
you that these standards will require successful, broad-gaged expe- 
rience in administering programs of similar complexity and impor- 
tance. 

I might interpolate there something that we did not put in this 
prepared statement, and that is the qualifications for these examina 
tions are within the jurisdiction of the Commission. We always 
confer with the agency involved and try to agree on qualifications, 
but IT want to emphasize that if we do not agree the decision is made 
by the Commission. 

To help us rate the candidates, we will Bes a full field investi- 
gation Into the que alifications of each one. 1 do not mean a routine 
type of investigation limited to police records and personal habits, 
but rather a searching review ‘of the candidate’s business and pro- 
fessional experience. 

Investigators will talk with former superiors and associates of 
the candidate to determine how successful he was in his work. his 
principal streneths and weaknesses, and his ability to administer a 
large and complex organization. We believe that no paper and pencil 
test can be substituted for this kind of first- hand information from 
aie who have diree tly observed the candidate's per formance on the 
job. It is possible that additional steps may be used in the exam- 
ination, such as oral examinations. 

When the new jobs have been classified and the examination re- 


quirements set, open competitive examinations will be announced for 
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the district commissioner jobs and ANY other ke by positions that are 
to be filled, I believe a total of about 90. 

Any of the present collectors of internal revenue, or any other 
een employees, will of course be entitled to file their ap yplie ations 

American citizens. In fact, to be eligible for appointments to the 
new positions, those collectors who do not have civil service status 
must file application and be rated high enough on the examination to 
be selected by the Secretary of the Treasury according to the usual 
“rule of three.” 

I am sure your committee will also be interested as to the geograph- 
ical area of competition which we will establish for the deputy dis- 
trict commissioner jobs. I have discussed this question thoroughly 
with my associates on the Commission. We have agreed, with the con- 
currence of Secret: ry Snyder, that the open compet iti on for each 
deputy district commissioner position will be limited to the geograph- 
ical area to be served by the new office. 

The same thing is true, also, as to the district deputy commissioners. 

We understand that some 17 of the present collectors of internal 
revenue are career employees who already have civil-service status. 

As in the case of any other competitive civil-service a the 
Secret: ry of the Treasury will have a choice of filling the ne jobs 
pre ond Vv appointment resulting from open competitive scbiehaiaadha 

r by se slecting a person with civil-service status who meets the st: ind- 
we for the job noncompetitively. —— is, he can take someone from 
the top of the civil-service register, or he can appoint a qualified per- 
son noncompetitively by sendananenh promotion, transfer, or rein- 
statement. These provisions are of long standing in the civil service 
system and I do not believe the vy should be modified for the new inter- 
nal revenue positions. 

In case the Secret: ary of the Treasury decides to fill any of the new 
positions noncompetitively in the manner I have just described, the 
candidate must meet exactly the same standards that we will require 
for open competition. 

That is, his experience must fully meet the high standards that we 


will establish, he must undergo the same careful and searchine full 
field investigation of his « ‘laimed qualifications, and he must success- 
fully pass any other tests that are included in the public examination 
announcement, In the case of each candidate proposed non ompeti 
tively, the Commission will determine whether he meets thi examina 


tion requirements before he is placed in the new job. 

In this connection IT was pleased to note the testimony of Represent- 
ative King, chairman of the Subcommittee on Administration of the 
Internal Revenue Laws of the House Committee on Ways and Means, 
before the House Committee on Expenditures in the Executive Depart- 
ments, to the effect that his subeommittee had found no malfeasance 
in office on the part of the 17 career men who are now serving as collee- 
tors of internal revenue. 

In conclusion, Mr. Chairman, I should like to emphasize the Com- 
mission’s belief that by bringing these positions into the competitive 
civil service, the reorganization plan will serve to insure the selection 
of qualified and competent persons for these important career jobs. 

The Cuarman. Thank you very much, Mr. Ramspeck. There are 
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some aspects of this plan in which I am very much interested, and I 
thing they need all the clarification that we can get. In your pre- 
pared statement you referred to one of them and advised the com- 
mittee how the problem will be handled in the matter of the selection 
of deputy district commissioners. 

Mr. Ramspreck. Yes, si 

The Cuarrman, The pl un itself places no restriction upon the area 
that the applicants might be considered from—that is, anyone in the 
Unite “cl States, 1 assume any citizen in the United States could ap ply, 
and take the examination for any of the 64 de »puty commissioner posi- 
tions under the terms of the plan, since there 1s no restriction, no area 
of jurisdiction, or any other qualifying term. 

The plan is broad enough so that any citizen could take the ex- 
amination for any vacancy that might exist in any of those offices. 
Is that correct / 

Mr. Ramsprck. Yes, sir. 

Mr. Chairman, I have discussed this matter with the other two 
members of the Civil Service Commission and we have agreed that 
insofar as the competitive examinations are concerned, we will limit 
the area of competition to the area served by the office, both as to the 
deputy district commissioners and the district commissioners, whom 
I call regional commissioners. 

That is what they are really; they supervise a region. 

The Cuamman. The plan when it goes into eflect becomes the law. 
It is gratifying to know, however, that your Commission and you as 
Chairman of the Commission particularly recognize this problem and 
the desirability, 1 believe, of selecting persons to fill these positions 
from the area to be served. I should hate to think that any State in 
the Union could not furnish at least one or more competent men to 
serve as deputy district commissioner. I think to treat it otherwise 
would be a reflection upon any State where someone was appointed 
from the outside. 

Now the plan gives no such safeguard. We have your assurance 
and the assurance of your Commission, you speaking for them, that 
they will recognize that desirability and observe it. But that would 
not be law. 

Mr. Ramsrrcx. No, sir. 

The CuarrmMan. That would be carried out, that policy y would cer- 
tainly be carried out 1 am sure, as long as you are C hairman of the 
Commission. But if changes occurred on the Commission, which is 
inevitable in the course of time—how soon no one could know—then 
that rule or policy could well be changed by the new Commissioner. 

Therefore there is no protection and no certainty under the present 
plan as proposed that such a policy would be perpetuated and ob- 
served throughout the time that this plan might remain the law and 
be in effect. 

Mr. Ramspreck. That is true. 

I think it is fair to state that the general policy throughout the years 
that has been followed by the Commission—and the Commission has 
the authority to designate the area, except in certain cases where Con- 
gress has specified by law, such as postmasters, for instance—it has 
been the policy of the Commission to limit the area of competition. 
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Sometimes the practice is ee an examination for the entire coun- 
try but to certify, for instance, in Arkansas, only eligibles from the 
State of Arkansas for a State- ike job. 

That has been the general practice, and in this particular case we 
discussed this matter in a meeting of the ce yesterday and 
agreed that we would follow the pr actice in thi us C1 

As you point out, a new Commission might change their minds. 

The Cuarrman. That is true. Tam not saying they would, but we 
have to consider that possibility while we are in the process of legis- 
lating. 

Mr. Ramspeck. That is right. 

The Cuarrman. And I have always thought it was advisable, In so- 
far as Congress has the wisdom, to legislate against or in anticipa- 
tion of possible contingencies that could arise. 

Now we do not have the opportunity to legislate a plan—I mean by 
that, Congress has no opportunity or right to amend the plan 

The plan has to be accepted as submitted, either approved or 
rejected. 

I appreciate and I know from your past record n the Congress 
that your spirit of fairness has always been n oe In not only 
the legislative field but in the administrative positi s you have held. 

I could accept your word with all contidence t) it would be ob- 
served so long as you are C hairman of this Commission and woul 1 be 
happy to do it, but we are legislating for the future. That is, how- 
ever, the present position you have taken and your Commission has 
taken. It is toa great extent reassuring. 

There is one other aspect In connection with it, and that is after 
these positions have been — by promoting the 17 who were already 
qualified careermen—I say by promoting them, I mean by appointing 
them and assuming that the Vv all qualify and meet the high standards 
that the Commission will estab lish and can be appointed to these posi- 
tions in their respective areas—then there will be some 40-odd other 
positions to be filled by compet itive eXaminations. 

When those positions will have been filled initially in that pro- 
cedure, then we have left another objectionable feature in this plan, 
as I understand it. 

That is what is termed “rotation.” 

I have no objection whatever to the promotional features of the pl: 

In other words, should a vacancy occur in the district commissione1 
position I consider it only fair that one of the deputy district com- 
missioners within that district might be promoted to that anny if 
qualified. I think that is highly desirable to give incentive to those 
who have the inferior or minor positions, in order to give them an 
incentive to do their work well so as to qualify themselves and so as 
to deserve promotion when the opportunity a8 

a once these positions are filled and either by death, resignation, 

r promotion, a vacanc Vv occurs in a district office. then, as I under- 
st: tand that under the pl: in, as it has been explained by the Secretary 
of the Treasury and the present Commissioner, they could very well 
transfer a deputy commissioner from one State into another 

Mr. Ramsreeck. That is possible. 

The CHamman. That is what they term “rotating.” 

Mr. Ramsprecrx. That is legally possible. 
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It would be a matter of management policy as to how much of 
that they did. 

The Cuarrman. That would not come within the purview of your 
jurisdiction or supervision ¢ 

Mr. Ramsreck. That is right. 

The CuamrMan. Once they are qualified for civil service, that would 
be an administrative policy of the Internal Revenue Bureau or the 
Secretary of the Treasury. 

Mr. Ramsreck. That is right, Mr. Chairman. Of course, we have 
the right to pass on the qu: alifications. If the *y propose to promote a 
district deputy to the area job, then we have the right to say whether 
he is qualified for this higher-grade job but in transfers of the deputy 
district commissioners, if they are all put in the same grade and have 
the same qualifications, we would have no control over the transfer 
of the man who might be in grade 15 to another grade 15 job. 

The Carman. That was my understanding about it and, of course, 
you understand I do not object to the promotion aspect. 

Mr. Ramsrecx. I understood that. 

The Cuatrman. I heartily endorse the principle that where one is 
a career employee, and a vacancy occurs for which he is qualified and 
has demonstrated his ability and qualifications, I very much agree 
with the general policy of giving him that promotion. 

Now on this rotating system, as you say, once they are all qualified, 
if they are all of the same grade—and I would assume they would be 
from the standpoint of the Civil Service Commission as to qualifica- 
tions, although there may be some difference, since I can well ap- 
preciate there might be some difference in pay or some difference in 
grade in particular offices, depending upon the workload—— 

Mr. Ramsreck. Yes. 

The Cramman. I can appreciate that might occur, but on the 
assumption that most of them will all be of the same grade, then 
these rotation procedures could operate and could take effect. 

So, here, while we might, with your assurances during the life of 
this Commission as now constituted, rely upon that—that initially 
these positions are to be filled by qualified residents from the area 
to be served—the rotation aspects of it could easily soon defeat that, 
because once the positions are filled then they coul | transfer some- 
one from North Carolina, we will say, to Arkansas, if a vacancy occurs 
in Arkansas, then the vacancy in North Carolina could be filled by 
promotion. 

Therefore, you have the rotation system at work and the initial 
protection is no longer available. That is one of the problems I have 
in mind. : 

I think, in all fairness to the public, we should not create the im- 
pre ‘Ss1ON OF permit the impression . be created that by approval of 
this proposed plan, or that merely by placing these oflicials, some 64 
internal-revenue collectors, under civil service, or making it a civil- 
service job would within itself provide a cure or a protection against 
all of the misconduct or malfeasance in office, such as has been revealed 
in the past. 

I have before me a chart—I have not had time to study it—which 
was placed in the Congressional Record of vesterday—a chart of the 
Internal Revenue Bureau employees who have been discharged 
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forced to retire since January 1, 1951, through December 31, 1951. 

There is quite a large number. This committee has asked for the 
same information from Commissioner Dunlap. There are quite a 
large number of them. 

(The information supplied by Commissioner Dunlap appears on 
p. 156.) 

The Cuamman. I believe Congressman Curtis of Nebraska, who 
placed this list in the Record, referred to it, and said in reference to it: 

You will be interested in noticing that 96 percent of these people who have 
lost their jobs were under the Civil Service. When it is suggested here that by 
placing collectors under civil service we have remedied all the wrongs that 
have been exposed in the recent months, we are merely kidding ourselves. 

I will not quote any oe from his statement. I may not agree 
with all that he has said, but I do believe that it is the responsibility 
of all of us, particularly those who appear in support of the plan, 
and those who hold the positions of responsibility in the Government 
and will be in charge of the operation and administration of the plan, 
if it goes into effect, to try to make the public understand that by 
merely placing these positions under civil service, bringing them 
into the, civil service system, does not necessarily assure that those 
who occupy the positions in the future will be any more honest and 
efficient than many of those who presently occupy those positions. 

Mr. Ramsprcx. Mr. Chairman, I would not contend that merely 
placing them under civil-service guarantees that they will all be 
honest or efficient, but I would like to comment on that a minute, if 
J may. 

The Cuamman. Yes; we would be glad to have your comments 
because I do think this: That a good many people who are very much 
distressed about the deplorable conditions that exist in this Bureau 
and probab ly in other agencies of government are under the illusion 
that it is the system that is wrong, it is the political system that is 
wrong. They seem to feel that we have to get them into civil service 
and that that will take care of everything. 

I think that impression is erroneous and I think it should be cor- 
rected insofar as we are able to do it. 

Mr. Ramsreck. I have not studied those figures, Mr. Chairman, but 
I do think that it is significant that of the 64, I believe it is, collectors of 
internal revenue there are 17 employees, career employees, and none 
of those has been charged with any malfeasance in office. 

That leaves about 47 who are 

The CnarrmMan. A number of their deputies have been charged with 
tialfeasance in office who are under civil service. 

Mr. Ramspecx. Not collectors 

‘The CHairman. Deputy collectors. 

Mr. Ramspeck. I am speaking of the collectors themselves. 

The CHarrmMan. I say a number of their deputies who are in civil 
service are included in this list of those who have been forced 
retire. 

Mr. Ramspeck. That is right; but the point I want to make is this: 
That there are only about 47 of the 64 collectors of internal revenue who 
are not career people, who were not selected through any process of 
testing their ability and their character, and a large percent have been 
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charged with malfeasance in office, and none of those who were career 
employees has been so charged. 

When you get below the collector, there are civil-service employees 
involved, but there are some 55,000 of them, and I think that you will 
tind that the percentage of the 55,000 civil-service employees involved 
in any malfeasance is a much lower percentage than the percentage of 
the 47 political appointees who occupy the positions of collectors of 
internal revenue. 

I would like to give this committee, for whatever they think it 
worth, a little of my own experience in life. I went to work when | 
was 16 years old in the county courthouse on a patronage job in the 
office of the clerk of the superior court. I took part in my first political 
campaign before I was 18 in behalf of the man who had given me 
the job. He was a very fine man and did a good job and he taught me 
one thing that has been, I think, of great value to me. That is, that 
the best polities in the world is to do a good job, and I think it is. 

But the point I want to make about that first job is that my allegiance 
was to him, not to the people of the county that I was getting paid 
by, but it was to the man who gave me the job. 

Then I took a job next in the House Post Office, where T was Chief 
Clerk under the patronage of a Member of Congress. My allegiance 
there was primarily to the Member of Congress who brought me to 
Washington and got that job for me. 

I then later worked for 5 years in the United States marshal’s office 
in Atlanta, first as an office deputy and later for 2 years as chief 
deputy. We had 19 field deputies in that office, every one of them 
political appointees and every one of them giving their first allegiance 
to the people who got them their jobs. 

[ do not say they were not good people, Mr. Chairman, but I say the 
system is not as good in my opinion as the system where you select 
through an examination and where the allegiance of the person ap- 
p ointed is to all of the people. 

I do not say all these collectors are not good people, but I say by 
virtue of the system under which they are selected, their primary 
allegiance is to whoever got them the job. It may be an individual, 
it may be a faction of a political party, or it may be the whole party 
itself, that they owe allegiance to, and I think a close examination of 
some of the difficulties in the internal revenue service will show that a 
part of the difficulty at least grew out of the fact that these men did 
not feel they were put there for the purpose of running that office, 
but they were put there for political reasons and they were operating 
in that field. 

That is just my personal conviction, based upon experience which 
goes back about 45 vears, Mr. Chairman. 

The CHatrman. I think it oe upon the attitude of the man 
who gives them the appointment, « ‘recommends them. 

Mr. Ramspeck. That is true. 

The CHarrmMan. I take the position that the tone of morality in 
government is set from the top. 

Mr. Ramsreck. You are absolutely right, sir, in my opinion. 

The CHarrman. And that the man who does the appointing, if he 
demands and exacts loyalty and devotion to the duties that the ap- 
pointee is to perform, he will very likely get it, whether they are 
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under civil service or whether they are political ap] ointee 
opinion. 

[ should like to take up one other aspect of it. In the course of dis- 
closures that have been made in hearings looking into the operation 
of the Bureau of Internal Revenue and possibly in other agencies of 
Government, it appears that some who have finally been discharged 
have been guilty of malfeasance or other conduct that was not proper, 
or unbecoming to the position held, and that no action was taken 
against them until after the public exposure, although some of those 
acts were known. 

Now what I should like to inquire into is the procedure necessary 


5, IN my 


to be followed under civil service to discharge an emplovee who has 
a civil-service status as contrasted with the proce dure that is necessary 
and can be exercised to discharge an employee who isa polit ical ip- 


pointee. 

Let us just take these positions we are talking about, internal-revenue 
collector positions or the position of deputy district commissioner. 

Mr. Ramsreck. Mr. Chairman, I will take up first the civil-service 
question. 

There are two procedures that can be used under civil service. One 
applies to veterans, employees who have veterans’ preference by virtue 
of the Veterans Preference Act of 1944, passed by the Congress. 

I might say I was chairman of the House Civil Service Committee 
when it was passed. That law provides in detail how you must deal 
with an employee who has veteran's pre ference, and vou must com] sly 
with the technical provisions of the law or else on appeal your ac fan 
will be reversed by the Commission. 

A veteran must be given 30 days’ notice of intention to remove him, 
and the reasons in detail as to why he is to be removed. He must 
have an opportunity to reply to those charges in writing and an op- 
portunity to discuss them with the head of the agency or the head 
of the unit of the agency in which he works. 

If the action then is adverse to him, he has the right of appeal 
the Civil Service Commission, and the Commission decides whether 
the action taken should be sustained or reversed. 

The CuarrmMan. During that period of time, if I may interrupt, 
does the employee continue to serve or is he under suspension ? 

Mr. Ramspreck. Well, that is up to the agency. They can either 
retain him or they can suspend him. 

The Cnuatrman. If suspended, however, and the ruling is finally 
in favor of the employee, then he is entitled to his pay for the period 
of time that he was suspended / 

Mr. Ramsprck. That is correct, Mr. Chairman. Of course, any 
money earned in the interim in other — nt sy | be deducted 
from the pay given him by the Government, if it does not Mea the 
pay he was getting. 

If he made more money, he would not get any pay from the Gov- 
erhment. 

As to nonveterans under civil service, the procedure is much less 
complicated and simply requires that the agency give the employee a 
copy of charges in writing, an opportunity to reply, and then the de- 
cision is made by the authority in the agency who has appointing 
authority. And he has no ap ypeal unless the removal involves the 
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question of religion or polities, in which event he can appeal to the 
Commission, 

The Cuamman. He cannnot appeal on the charges ¢ 

Mr. Ramsrverck. If it is malfeasance or inefliciency, he has no appeal 
at all. It is entirely up to the agency. 

It is true, Mr. Chairman, you will hear charges that they go through 
all sorts of levels of hearings in these agencies before they remove 
their employees, and it is true that some of the agencies have of their 
own volition set up some time-consuming procedures, but there is no 
law and no regulation of the Commission which requires that. 

Any supervisor in the Government who is doing the kind of job he 
should do has no difficulty in removing a nonveteran for malfeasance 
in office or inefficiency. That is the procedure as to civil-service 
employees. 

I should like to point out that, based on my own experience, it is my 
belief that it is sometimes more difficult to remove a political appointee 
than it is a civil-service employee for the simple reason that if he has 
got strong political backing, the agency just will not remove him. 

The CuamrmMan. What is the reason for that / 

Mr. Ramspeck. They just fear political repercussions. 

The CuatrmMan. They just fail to meet their responsibility. 

Mr. Ramsreck. That is right, Mr. Chairman, but that is the way 
life is. 

The Cuarrman. Should we not have men in office who would meet 
that responsibility ¢ 

Mr. Ramsreck. Yes, sir; we should, but we do not always get them. 

The CuarrMan. Well, the position I am taking is that the appoint- 
ing authority, if he will set the standard that he expects to be fol- 
lowed, will either get performance up to that standard or as nearly 
as faithful purpose and effort on the part of the employee can come 
to that standard, or he can remove him. 

You do have the individual responsibility, the appointing authority 
has the power to remove. 

Mr. Ramsreck. I agree with you, and I can point to two agencies 
in the Government which, I think, are the most popular agencies with 
the people, where one is under civil service almost entirely and the 
other is not. The Post Office Department is almost entirely civil 
service—I think it is one of the most satisfactory agencies we have in 
the Government. The Federal Bureau of Investigation is not under 
civil service, and yet it isa popular agency with the people and I think 
everybody would agree Mr. Hoover has done an excellent job, but we 
get right back to what you said when we talk about the FBI. If you 
had a vicious and corrupt man with the power J. Edgar Hoover has, 
we would have one of the most terrifying situations that I could imag- 
ine in this country. 

_The Cuatrman. But whoever appoints him can take the responsi- 
bility for him or for his removal when he finds he has such a man in 
that position. 

Mr. Ramspreck. That is true. 

The Cuairman. Speaking of the Post Office Department—I may 
be wrong about this—but I am under the impression that there are 
fewer defalcations and cases of misconduct in the Post Office De- 
partment probably than in any other department of Government, 
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comparable to the number of employees. I may be wrong about that, 
but I have always held that opinion. 

Mr. Ramsreck. I have no figures, but I am inclined to think you 
are probably right. They handle a couple or maybe $3 billion a year, 
and they do not have many cases of misconduct. 

The Cuarrman, I think the postmaster system is all right; I mean 
as itis now. If you are going to disregard politics, there is only one 
objection to it, and that is when you have a change in administration 
and party in power, your little post offices are changed. That’ has 
been traditional throughout history. 

Mr. Ramsreck. That was true up until 1938, and I do not know 
and I do not suppose anybody else knows what a new administration 
might do with that law. The postmaster is now under civil service 
and I doubt whether anyone will ever change it. 

There is one thing, however, in connection with the appointment 
of postmasters, and also rural carriers. to which I strenuou sly object, 
and that is the practice that has been followed by both politic ‘al parties 
ever since we have had postmasters and rural carriers. 

In areas where there is no sitting member of the pork y in control, 
it has been the practice of the Postmaster General, when he gets 
an eligible list from the Civil Service Commission So a postmaster 
vacancy or rural letter carrier vacancy, to submit that eligible list 
to the party committees called political advisers. I think it is wrong. 
I think that it should be stopped. 

It is an open invitation to coercing the applicants into making party 
contributions. ‘The Mississippi situation, with which all of you on 
this committee are familiar, grew out of that very thing. 

The Cuamman. That was not a regular party committee. 

Mr. Ramsrveck. It was not a regular party committee, but the viola- 
tions of the law against collection of money for appointments to jobs 
is not confined to Mississippi, Mr. Chairman. You have some, Sena- 
tor Humphrey, in your own State that you know about, I am sure, 
and some in other States. 

The Carman. I think that could be true in either party. 

Mr. Ramsprck. Yes. 

The Cnamrman. And it is something that is most reprehensible 
and should be condemned but it is the practice of the party that is 
in power. 

Mr. Ramsprck. That is true. 

Senator Smiru. Mr. Chairman? 

The CuatRMAN. Senator Smith. 

Senator Smiru. We have that situation in Maine, as you know, Mr. 
Ramspeck. What would be your recommendation to take the place 
of the party recommendation ¢ 

Mr. Ramspeck. I do not think that it is necessary to get any recom- 
mendations. The Post Office Department has an inspection service. 
If they are not satisfied with the information they get from the Civil 
Service Commission, they can have the three eligibles investigated by 
the postal inspectors. 

As you know, in many cases the Commission itself interviews the 
people of the community, before they certify the eligibles. It is 
always done in first-class offices and frequently in second-class offices. 
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In the other offices we do it by a system of what we call vouchers. 
We mail out inquiries to prominent citizens in the community and 
check the character and the reputation of the applicants. 

But if the Post Office Department wants any information as to 
their ability and character, they have a fine inspection service that 
could get it. 

Theoretically, what they ask for from these political advisers is 
references as to the character and fitness for the job. 

Actually what they get under both political parties is a political 
recommendation, and they know it and everybody else knows it. It 
is a subterfuge; it is a violation of the purpose and intent of the Civil 
Service System, and it should be stopped. 

Senator Smiru. Do you mean to say you would go through the 
postal inspection in both Democratic and Republican States ¢ 

Mr. Ramsreck. Yes. 

Senator SmirH. You would do that regardless of politics of the 
administration ¢ 

Mr. Ramsreck. Yes; I do not think the postal-inspection service 
has any politics. I have never seen any indication of it. 

Senator Humpnrey. Mr. Chairman. 

The CuatrMan. Senator Humphrey. 

Senator Humpurey. I was interested in Chairman Ramspeck’s com- 
ments upon the Post Office Department. I think that is a fine tribute 
to the service of the Post Office Department, the fact that they handle 
two to three billion dollars a year, with a variety of services, and yet 
the number of cases of alleged corruption or malfeasance are limited 
in terms of the total number of employees. 

1 do think that there is one qualification, though, that should be 
brought to our attention. I have been watching this internal-reve- 
nue situ: ition, and I have yet to find a $3,000 worker or $5,000-a-year 
worker, or $5,000-a-year farmer who has been able to make a deal with 
the collector of internal revenue. I have not seen that. The ordi- 
nary Joe in this country pays through the nose and he gets no special 
consideration, but some fast sharpie, of whom we have thousands 
around, is always looking for a fast dollar, and it is a question here 
of temptation. 

It is a question of the pressure that is brought to bear upon an in- 
dividual in high position, and may I repeat, in high position. There 
is no use in trying to make a deal with the custodian or the junior 
clerk, because he cannot deal anything to you. The deal is made at 
the higher echelons. There is no use condemning the buck private, 
there is not much news about some private who has been guilty of mis- 
conduct, but if the general has been guilty, that is news. The same 
thing applies to the Collector of Internal Revenue and the entire reve- 
nue system. The burden obviously falls on the deputies and the up- 
per echelons of superv isory groups or the collector. 

Now this just gets back to what I think is the crux of this whole 
problem. I have worked with the Government agencies and I know 
that any one is just as good as the supervision, and I want to say can- 
didly I do not care how many forms or how many criteria you draw 
up. I have spent some time studying civil service and trying to be 
close to it and have drawn my share of charts and organizational 
plans. You may have charts on hand, but if you have not got any 
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action, the charts do not mean a thing. You can have these forms 
until they pile up and fill this room, but if there is no spirit behind 
the enforcement or supervision, it does not mean anything. 

I have some criticism of the civil service, and it is m: ainly that there 
does not seem to be the spirit and performance and zest and go that 
there should be. 

One of the reasons political appointees are sometimes looked upon 
as favorable is because at least the fellow on top can say, “Get some- 
thing done.’ 

It is hard to say that to someone that says, “Well, don’t talk to me 
like that, I got tenure, you cannot talk to me. I am not interested in 
this particular program.’ 

[ personally found out I would rather have someone who really be- 
lieves in a program, even if he is not quite as competent as someone 
else. If he really believes in it, he will get something done; but all 
too often under the rather cold and sterile form of civil service there 
is not the belief in the program. It is Just a job to do. I do not say 
that it has to be that way, and I have been doing my little share to 
improve it throughout the years of working with people in public 
administration. I think that it is primarily militaney and zest and 
spirit that should go into the job. 

I do not think the average person should be condemned. You 
should not condemn the buck privates in the Army. You should con- 
demn the lieutenants, the sergeants, and generals with supervision, 
because they are no better than the people who direct them. The top- 
side is where the standards are set. It has been said repeatedly if vou 
have an honest mayor and an honest chief of police, you cannot have 
a crooked patrolman for long, and there is no use condemning the 
patrolman. 

Mr. Ramsreck. We are not in any, if much, disagreement. I have 
made repeated speeches since becoming Chairman of this Commission 
in which I have laid great stress on the leadership in the Government. 

I have said the rank and file of the emplovees cannot furnish that 
leadership. The supervisors must furnish leadership. There is no 
substitute for character, whether it is in Government, private busi- 
ness, or where, there is no substitute for good character. If you do 
not have honest people at the top, as you pointed out in a city, if you 
do not have an honest mayor and an honest chief of police, you can- 
not blame the patrolman too much if he goes by a fruit stand and takes 
a half dozen bananas and walks off with them. 

I think you will find in the Government—I think that is the story 
of internal revenue, that where vou had an honest, capable, well- 
qualified collector, you had no trouble in that office. 

But where you did not, it would not be strange if some of the boys 
down the line got their fingers a little bit sticky, too. 

Senator Humrurey. All I am trying to point out, Mr. Ramspeck, is 
I think it is important for the public to understand that merely to 
reorganize the Bureau of Internal Revenue, with collectors of internal 
revenue being put under civil service, as you put it so well, is no 
guaranty of high standards of performance. 

It may be of assistance to high standards of performance. I think 
it will help. 

I support the general program of putting this thing out completely 
away from the political appointments. I agree with you on the post- 
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master deal and anybody with good political sense ought not to want 
to have anything to do with this post-office business. You make 50 
enemies for every friend, and it will be a happy day for American 
politics when that is done aw ay with. 

I do want to point out about this tone of public service because it is 
a favorite pastime to beat the living daylights out of some culprits. It 
satisfies everybody’s subconsci lous guilt: “Well, we have got this guy 
over here, let us talk about him.” 

This whole problem has come up because all through the American 
economy in far too many pl: wes there is what the kids in school call 

“setting a break and getting by.’ My own feeling about the tax laws 
is that we have got some scandal in the Internal Revenue office—there 
is no doubt about that—but when you have tax laws that permit people 
to evade paying taxes by having special gimmicks in the law, the 
other fellow says, “I could not get my gimmick through C ongress, I 
will try through the collector.” 

That is what happened. 

I think rather than taking the whip out and beating the public 
servant, we should all take ourselves into the woodshed and give our 
selves a good moral licking. 

There are a lot of fast tricks going around, and every time there isa 
lot of money being spent in the defense period then tempo ste ps up. 
If you cannot get materials legally, they say get them illegally. 

The people who preach mor ality and honesty on these issues are the 
very same people who will come into your office next week and say, 
“You know the man in the procurement division in the Army; get me 
a contract. When you come up in the next election I will help you. 

What is the difference? 

Why don’t you get paid off now rather than at the time of the next 

election? That is what goes on. 

Mr. Ramsreck. I have pointed out that while I condemn any mal 
feasance in office, I think anybody who is guilty of it should be ex- 
posed publicly and dismissed and prosecuted if it is criminal malfeas 
ance. I have yet to find a single organized group who has ostracized 
or dismissed from their membership one of these people who has 
bribed a Government employee. We have got some fault there. 

Senator Humpnrey. We have certain accountants, for example, who 
7 ave been accomplices to falsification of internal-revenue forms, or 

blanks as they file their taxes. We have had certain attorneys who 
have been accomplices to what I call the use of influence upon Gov- 
ernment. We have had people in high places all through the Ameri 

‘an community do this. This is a two-sided street. T agree with you 
ma I think that it is a shocking disgrace to see what has happened in 
this whole system of the tax program of the country. But on the 
other side of the street I think it is about time that we woke up to the 
fact that it does not make any difference what kind of system you put 
in this Government to collect the tax money ; as long as there is a means 

r as long as there is the trend in the community to conspire to cheat. 
vou are not going to find enough honest men to run the Tax Bureau. 

Mr. Ramsveck. I think there is a lot in what you say, Senator. I do 
feel this, this is my conviction at least: That it is easier for a civil 
service employee or official to resist pressure than it is for a man who 
got his job through the influence system. 
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Senator Humpurey. You are right, because the political appointee 
feels a sense of insecurity. 

As you pointed out from your own experience, his loyalty is pri- 
marily either to the party or to the official or appointing officer who 
gave him the job. 

The civil servant has a loyalty to a profession and to a pursuit of 
public service which I think i s highly commendable. : seen bring 
up what I think needs to be * the record repeatedly, because there 
are no panaceas to this business. It is all up and down the country—I 
have been home in my state and people say, “If we get this under 
civil service, it will be wonderful.” I say that I think it has a chance 


and that is what we are pointing to, but civil service is a system and 
any system that is not carefully watched and constantly stimulated 
becomes a retrogressive Syste Hi. It becomes dead. lt be OMies Indo 
. mt. The job of supervision and the premium upon good supervision 


s all the more important when you put more and more people unde 
sci-fi 

Mr. Ramsrreck. That is certainly true, and it is like anything else 

human existence. It depends, as T said. on the character, and on 
lende ship. If vou do not have evood character al - food le acle rsh Ip, 
I do not care what your system Is, It is not eoing to be good. 

Senator Humrnurey. Correct. 

The CnarrmMan. I think that isa thousand percent correct. 

Senator Hoey, any quest ions / 

Senator Hory. I do not believe I have any questions. Probably 
the things 1 would ask about have been covered, so I will read the 
record. 

The CuatrMan. Senator O'Conor ? 

Senator O'Conor. Getting to the question of how this will work and 
having such respect for your judgment, and r ealizing your great ex 
perie nee, I shoul | like to ask some questions as to wl hether vou e xpe ct 
any difficulties when the change is made, assuming that the reorganiza 
tion p lan becomes effective. 

In other words, up until this time, as you know, there has been 
quite a considerable portion of the work in the various fields done by 
specialists, whether it be alcohol taxes, tobacco taxes, ap pe llate work, 
or othe rwise. 

Do you expect any lessening of the eflicie ney if that work is pooled 
toa greater degree than it has been in the past / ( 

For instance, whether in the composite work that will be required 
inthe regions there would be any lessening in efficiency / 

Mr. Ramsreck. Well, I would say no, Senator, though you are now 
vetting over into the field of management. As I understand the pur- 
pose of this plan, it is to make the present collector of internal revenue 
a district deputy commissioner who will have supervision and manage- 
ment not only over present functions of the collectors, but some addi 
tional functions, which will inelude aleohol taxes and things like that 
which are not now under the jurisdiction of the Collector of Internal 
Revenue. . 

Senator O'Conor. Yes. 

Mr. Ramspreck. But the actual work will still be done. as I undet 
stand it, by people who have been in the Aleohol Tax Bureau. 
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Senator O’Conor. You don’t think that in practice it would neces- 
sarily call for a pooling of the duties of the work ? 

Mr. Ramsreck. I donot thinkso, I think they will have specialists 
in the income field, income-tax field, and alcohol-tax field. They will 
report to the district deputy commissioner and he will have manage- 
ment supervision over them as I understand the plan. 

Senator O’Conor. Now just one other question: In the qualification 
tests and investigation, do you think that there would be any conflict 
between the Commission, for example, and the agency? We realize 
of course, that the Commission is supreme in such cases, but do you 
think there would be any difficulty ¢ 

Mr. Ramsrveck. I do not believe so because I have personally talked 
with Secretary Snyder, and with other officials of the Treasury, and 
the two staffs are now working on the qualifications. 

I think I said in my prep: ired statement, or in my testimony maybe 
before you came in, that what we do is to confer with the agency where 
the job is located on qualifications. 

We try to reach an agreement. 

If we cannot reach agreement, then it is our responsibility to fix the 
qualifications. They fix the duties of the job. We have no contro] 
over that. 

We take those duties as outlined in the position statement—some- 
times called a job sheet—and we say what. the qualifications are. 

Obviously it is sensible, I think you would agree, to sit down with 
the agency and try to agree on those qualifications, but I have been 
assured by the Secretary of the Treasury and other officials over there 
that they want high qualifications for these jobs, and we are going to 
insist on them. Iam sure we will not have any disagreements about 
that. 

There might be some question as to details. 

Senator O’Conor. Now the last question I should like to ask you 
is one I want to make for the record. You did know the situation and 
were very close to it asa Member of Congress. Knowing the fine work 
you have done here in the past, comparing the situation with regard 
to the law of 1941, which brought the deputy collectors under civil 
service, do you consider that an operation that has functioned effec- 
tively for the good of the public service ? 

Mr. Ramsprck. 1 think it has improved it. I must say that the 
ideal way of bringing peopde under civil service is not by covering 
in those who hold the jobs. It is a matter of political expediency at 
times. We could not have passed that act back there if we had not 
brought them in. 

Senator O’Conor. I was not referring so much to the blanketing 
in as I was to the operating of the law, wondering whether, as a whole, 
it had a salutary effect. 

Mr. Ramsreck. Yes; I think so,asa whole. The Classification Act 
was only extended to them in 1949, and we have still got problems on 
classification that we are working on. 

Senator O’Conor. Thank you. 

The CHARMAN. Senator Underwood ? 

Senator Unperwoop. Testifying yesterday, Secretary Snyder said 
that there were a number of changes that he wanted to make, but he 
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was unable to accomplish them because of the delay in getting a suc- 
cessor cleared to take the place of the man he wanted to remove. 

Would you contemplate a good deal of delay in making these selec- 
tions or are you equipped to do those speedily ? 

Mr. Ramspeck. I think we can do that with reasonable promptness, 
Senator. 

Senator UNpERwoop. What would you do in regard to an acting col- 
lector? For instance, the office of district collector becomes vacant. 
Would you name an acting district collector immediately the same way 
you do an acting postmaster ? 
~ Mr. Ramsreck. That can be done, Senator. They can detail some- 
body to perform the duties pending selection under civil service. 

Senator Unprerwoop. Who would do that, the Secretary of the 
Treasury, or the Commissioner? Which one is the appointing officer 
under this? 

Mr. Ramsprck. As I understand the plan, it transfers all authority 
to the Secretary of the Treasury. He can redelegate it. 

He may delegate it to the Commissioner but that is my under- 
standing of the plan. 

Senator Unperwoop. You are familiar, I guess, with the bill that 
was introduced by Senator Monroney.* 

Mr. Ramsreck. I saw the original draft of it, Senator; I have not 
seen the final draft. 

Senator Unprerwoop. That is to make it illegal to obtain recom- 
mendations from a political organization. However, it says, “By 

_any official or employee of the political organization,” and it seems to 
me it is not clear whether it means any official of a party organization 
or just any official. 

Mr. Ramspeck. I discussed that bill with Senator Monroney. I 
think I am correct in my impression that what he was talking about 
was officials of the political organizations, and not Government 
officials. 

Senator Unperwoop. It certainly would be a mistake to prohibit 
the obtaining of recommendations from officials; don’t you think? 

Mr. Ramspeck. I think so. I think the thing that he is trying to 
stop is the thing I was talking about a while ago, and that is this 
business of getting political endorsements from party committees for 
people who have been put on an eligible list and sent to an appoint 
ing office. Actually we have cases, Senator where we have in the 
record that a county committee met and voted on which one of the 
three eligibles they were going to recommend. 

We have that in the record. They are not concerned about their 
qualifications. It is pure politics. We are either going to have a 
merit system or a political system. It is up to the people and the 
Congress to determine which. But my feeling is that where you have 
| merit system, those things should not exist. 

Senator Unprerwoop. There is meagan thing. I do not know 
whether this really would be under the jurisdiction of the Civil 
Service or the Bureau of Interna! elie nue or possibly the Post Office. 
I hap pe n to be familiar with this example at the post office at Lex- 


‘The bill referred to is S. 2484. Its provisions are explained in staff memorandum 
‘2-2-9 dated January 29, 1952, appearing on p. 24 
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ington, Ky., which is a million-dollar business, employing 250 per- 
sons. 

The question arose as to whether anyone in there under civil serv- 
ice had had the experience in management, general management and 
business practices, to qualify them by their experience to handle 
a job of business management of that size. 

Is there any way that anything could be developed to give to those 
who are under civil service, who very often are confined to specialized 
fields, the training for the general management. of a large general 
office that would qualify them for these positions ¢ 

Mr. Ramsrreck. Yes. The Post Office Department might initiate a 
training program for supervisory officials. That would probably 
be the area in which they would do it. 

Senator Unperwoop. Would you not need that for collectors, too? 
Would you not need that in a general way in dealing with e verything? 

Mr. Ramsreck. Yes: if you are going to put a man in charge of an 
office that has hundreds of employees and deals with complicated tax 
laws, he has got to have some management qualifications. It is not 
alla technical matter. That question you have raised, Senator, is not 
peculiar to Government. I happen to be a member of the American 
Management Association. I joined when I was working for private 
industry, because I was trying to get all the information I could about 
management. 

[ find that business generally is concerned about the same question 
that you have raised, and that is specialization. It has gone so far in 
large corporations that they find difficulty in getting people for gen- 
eral management jobs. 

The American Management Association is conducting training 
courses In management just to meet that very thing. I think perhaps 
we should do some of that in the Government. 

Senator Unperwoop. Thank you. 

The CHaIrMAN, Senator Smith / 

Senator SmirH. Mr. Chairman, I have this to ask. 

Mr. Ramspeck, as I understand the proposed reorganization plan, 
everybody in the Internal Revenue Bureau will be under civil service 
except the Commissioner. 

Mr. Ramspreck. That is correct. 

Senator Smiru. These people get the appointments after taking a 
competitive or a noncompetive examination. For the record, would 
you tell us the difference between the two? 

Mr. Ramspeck. The qualifications for the job will be the same. 
The tests they have to meet will be the same. The only difference 
is in the open competitive examination anybody can apply and take 
the examination if they meet certain minimum qualifications. 

There may be age limits; there may be some educational 
qualification. 

In the noncompetitive examination they do not complete with any- 
one. They simply are tested as to their qualifications and examined 
as to character and ability. If they are qualified—in other words, if 
they make a passing gr: ade—then they can be promoted. 

Senator Smirn. Then the appointments will come from both the 
competitive and noncompetitive, from the three top ranking people of 
both those examinations ? 
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Mr. Ramspeck. In the case of a noncompetitive examination, where 
they are proposing the promotion of a lower-grade employee, there 
would only be one person considered. I they meet the qualific ations, 
they could be promoted. Generally the agency has authority to deter- 
mine whether it will fill a vacancy by promotion of a qu: ilified em- 
ployee, or whether it will ask for an open competitive eXamination. 

Senator Smiru. So that those in the service will have the first prior- 
ity on the promotions to the new jobs; is that right t 

Mr. Ramsrveck. They will if the agency follows that policy. They 
do not 7 ave todo that. They can c ‘all for an open made examil- 
nation. in which event then the people in the agency can take that 
examination and if they get on the list, 1, 2, 3, they can be appointed, 

Senator SMITII. And the Civil Service Comm 
rv the Internal Revenue Bureau / 

Mr. Ramspreck. The Civil Service Commission 


sion determines that 


1: determines the rating 
of the people who take the examination, but the agency has the 
choice of filli RL the Vacaney either by promotion OF 1) compet tive 
eXamination., 

It is the same thing that we have in the post-ollice law. ‘The Post 
master General can call for an open competitive exami | 
cah promote somebody In the vacane \ oflice. 

If he proposes an employee for promotion, they n 
noncompetitive examination, 

Senator Smirnu. So that the present COMMISSIO 
if meeting the requirements and qui ilifications, become the 
sioners or assistant or district Commissioners. 

Mr. Ramsrrck. Well, there are 17, as I understand it, of the present 
collectors who have civil-service status. ‘Those are the only ones who 
coul | be proposed for promotion or for appom ime nt to these pe siti } 
ona lh oncompetitive basis, those and other elp! loyees below them who 
have a civil-service status, 
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Senator Smiru. And the Commissioner determines whether the first 
or the second practice will be followed ¢ 

Mr. Ramsprck. That is right. 

Senator Smirru. Then you sp oke of acting commissioners or assist 
ants or district commissioners, as we have acting postimasters. How 
often are they appointed and under what circumstances 4 

Mr. Ramsrerew. If there is a vacancy and we have no eligible list 
for it. someone can be detailed to perform the functions of the office 
until we can establish an eligible list. We can also authorize tempo 
rary appointments until a register is established. 

~enator Smrru. Is there any limitation on the time of service of the 
acting ¢ 

Mr. Ramsrrck. Yes: the appointments could not be « 
an eligible register was established. 

As soon ast hey vet an eligible list then they have to make a selection. 

Senator Smiru. If there are three people on the lst. then there ts 
ho excuse Or ho reason W hy an acting should be named: is that correct ¢ 

Mr. RAMSPECK. That is right. In this case the proposed order, as I 
understand it. Says that these changes shall take place not later than 
December 1952, 


ontin ed once 
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It is my understanding that the probabilities are that this whole 
thing will not take place at once, and we will have time to set up reg- 
isters before it is necessary to make these appointments, 

Senator Smrru. In the past there have been acting postmasters 
named when there has been an eligible list, and I was trying to deter- 
mine how that can be. If there is an eligible list of three and someone 
can be named acting postmaster or acting commissioner, I see no reason 
for giving preference to a veteran, for instance, who is qualified on 
that list, if he can just be passed by at the will of the Commission. 

Mr. Ramspeck. If there has ever been an acting postmaster named 
when there was a valid eligible list, I think somebody violated the law. 
If you know of a case of that kind, I would like to have it called to my 
attention. 

The Cuairman. Will you permit me to help you clarify that? Yon 
do not have a standing list of eligibles for Post Office De partment. I 
believe you only conduct that examination after a vacancy occurs and 
you are requested to do so by the Post Office Department. 

Mr. Ramsreck. That is correct. 

The CHatrMan, So you never have a regular list of eligibles avail- 
able when a vacancy occurs ¢ 

Senator Smiru. No; but there are acting postmasters appointed; are 
there not? There have been in the past, and there has been a list of 
three people waiting to be certified or disqualified at the time? 

Mr. Ramsreck. Not to my knowledge, Senator Smith. If you know 
of any case, I would like to look into it. 

Senator Smiru. I have known of cases, and I wondered if that was 
going to be the practice under the proposed plan ¢ 

Mr. Ramsreck. There is a special law relative to postmasters which 
gives the Postmaster General authority by act of Congress to name an 
acting postmaster, not to exceed 6 months, and it is still the practice 
of the Department when a vacancy occurs, they will name an acting 
postmaster and may wait 2 or 3 months before they ask for an exam- 
ination. ‘There is nothing we can do about that. We have nothing to 
do with the acting postmaster except at the end of 6 months, if we 
vo velop an eligible list by that time, we can require the removal of the 

cting postmaster. We can even go to the extent of certifying the 
case to the Comptroller General and he can stop his pay. 

Senator Smiru. Or can you also find that all three, or none of the 
three, meets the requirements or standards and you order a reexamina- 
tion / 

Mr. Ramsreck. That is right. If we can’t produce three eligibles 
who qualify, then the Postmaster General doesn’t have to make a 
selection, in which case we have to extend the right to have an acting 
postmaster. 

Senator Smiri. So it is possible for an acting postmaster to serve 
for some time longer than the 6 months. 

Mr. Ramsreck. That is true. 

Senator Smirnu. And there is nothing to prohibit it? 

Mr. Ramspeck. That very often happens. 

Senator Smrrn. That could happen in this plan? 

Mr. Ramsreck. I doubt if we would have the same difficulty under 
this plan, because once this thing gets going, we will have eligible lists 
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available for these jobs, and it is a little different from the postmaster, 
where you have to have a separate examination for each office. 

Here we will have examinations for the whole area covered by each 
of these offices. 

Senator Saaru. I like the civil-service system, but I don’t think 
it will cure all of the ills, by any means. 

Mr, Ramsvrck. It is not perfect, by any means. 

Senator Smirnu. Yet 1 can’t see any value to bringing this under 
‘ivil service iss by some means or other, you can have peo} le appointed 
as before without regard to the civil service. It would seem to me that 
could go on indefinitely under certain circumstances. 


Mr. Ramsrrck. 1 don’t think we will let it go on indefinitely. We 
have already started—as | stated | e fore you caume In—conversations 
with the Treasu y Department to develop tl 1e qualifi ations for these 


jobs, and we are going to move into it just as rapidly as our resources 
will permit, 

Unless I am misled by the Treasury Department—and I don’t think 
[ am—they are as anxious as anybody else is to get this job done 
promptly; at least, that is the assurance I have had from Secretary 
Snyder. 

Senator Smirn. But if there are loopholes in the laws, we should 
correct them before we try to set up perfection in the agency, it would 
seem to me. 

Mr. Ramsrrck. You can’t amend this order; I understand that; 
and I don’t know how you can avoid authority to have some Recs act 
temporarily when you can’t fill a job until you get an eligible list. 

Senator Smirn. That is all right temporarily, but not indefinitely. 

Mr. Ramsrrck. I agree it should not be indefinitely. 

Senator Humrurey. May I ask a question on that point ? 

The Cuairman. Are you finished, Senator Smith ? 

Senator Smirn. Yes. 

Senator Humpnrry. In the post office, as has been pointed out, 
there is a separate examination for each vacancy on a particular 
location. 

Mr. Ramsreck. That is right. 

Senator Humrnurey. But in this instance there would be an eligible 
register which would have three names at the top. Let’s assume the 
Secretary of the Treasury didn’t like any one of those three names 
at the top. You couldn’t keep an acting commissioner or an acting 
deputy director on because he would have to go down to the next three 
names. It isn’t the same as in the Post Office Department where, 
when the three names are exhausted at the top, you have to hold a new 
examination, which gives the chance for acting postmasters to stay on 
a year and a half to 2 years. 

In this instance you would have a continuing register; is that not 
true ¢ 

Mr. Ramspreck. Yes; we would establish registers for these jobs, and 

fa vacancy occurs—suppose you made an appointment 3 months from 
now and then that man died or resigned—there would still be an 
eligible list there from which ay nae 1 have to select, so there would 
be no excuse for appointing a temporary person. 

In the post office—I want to make this plain—we frequently 


do have more than three peop le on the e shigib le list. It is only where 
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we can’t produce three that we have to continue the acting postmaster 
and have another examination. 

The Cuarrman. May I ask a question for a little further clarifica- 
tion now as to how this plan will work. 

Mr. Ramspeck. Yes, sir. 

The CHatrMAN. You have told the committee so long as your present 
Commission, of which you are Chairman, remains in office that you 
will adhere to the practice of area examinations—that is, for the dis- 
trict de ies y commissioners you will only accept applications from that 
area. Say, Arkansas has one collector at present, that would be the 
area. 

Mr. Ramsreck. Yes, sir. 

The CHarrMan. When this plan goes into effect and you establish 

a list of eligibles for an area and one of the three is selected and is 
appointed, suppose that 2 or 3 years — that time the office becomes 
vacant, either by spacaaliaie. by death, by resignation, or removal— 
I think that covers the causes—would the old list of eligibles est: sh 
lished 2, or 4 years prior to the occurrence of the actual vacancy still 
be Sanna to in order to fill that vacancy, or would there be a new 
examination ¢ 

Mr. Ramsreck. Mr. Chairman, it is the general practice of the Com- 
mission to hold new examinations periodically. 

The Cuamman. Would you hold an examination in those areas 
for a deputy district commissioner without any vacancy being present 
or imminent? In other words, you are going to keep a list of eli- 
gvibles ready for all those area offices, irrespective of whether a vacancy 
occurs: is that right ? 

Mr. Ramspeck. Ordinarily we try to keep live eligible lists, and 
the period of time which an eligible list remains in use depends to 
some extent upon whether the people on it are still available. 

The CHarrmMan. I can appreciate that for the general run of civil- 
service positions, but here you have a special position in a particular 
locality that is to be filled from that locality, and I was thinking it 
would operate something similar to what the postmaster situation 
does now. 

When a vacancy occurs, you would either promote somebody to 
that position from the service, or you would establish another list of 
eligibles. 

Mr. Ramsreck. The probabilities are Mr. Chairman—it is within 
the discretion of the Commission—but the probabilities are that if 
2 or 3 or 4 years had elapsed since the examinations was held, we would 
hold a new examination. 

The CuHarrman. I would think so. 

Mr. Ramsreck. There are several reasons for that. One is that the 
people on it cies unavailable for one reason or another—move out 
or die—and then we are constantly trying to get the new and best 
people in. 

The veterans question enters into that. Of course, the disabled vet- 
eran can always reopen an examination and get on the list. 

The CHatrman. I was thinking that would be the practice to be 
followed, somewhat similar to the Post Office procedure, for these 
deputy district commissioners. 

Senator Dworsuak. Mr. Chairman. 
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The CHarrMan. Senator Dworshak. 

Senator Dworsnax. Mr. Ramspeck, in your prepared statement you 
stated that to be eligible for appointment to the new positions those 
collectors who do not have civil-service status must file application 
and be rated high enough on the examination to be appointed 
according to the usual rule of three. 

Is that not essentially the same procedure followed in naming’ 
postmasters ¢ 

Mr. Ramspreck. Yes. 

Senator DworsHak. Well, the discussion here for an hour and a 
half has indicated that it is a misnomer and a subterfuge to say that 
postmasters are nonpolitical under civil service. The record shows 
that all postmasters, with possibly a very few exceptions, are political 
appointees. If that be true, is it not reasonable and logical to assume 
that in filling these district commissione rships and de sputy commission- 
erships, while we assume the procedures would be under civil service, 
that in reality they would be political just the same as is the selection 
of postmaster's / 

Mr. Ramspeck. Senator, I don’t agree with your conclusion about 
the postmaster. 

I have condemned—I don’t remember whether you were in here at 
the time or not-—— 

Senator Dworsuak. I have heard every word this morning, and I] 
have a high regard for your background and your service in the 
House as chairman of the committee, but there is nobody including 
yourself, who can justifiably contend that postmasters are not entirely 
under political ppointment. You know it and I know it. 

Mr. a \MSPECK. Senator, I don’t agree with that statement, and I 
would like to explain why. 

Senator Dworsnak. May I just supplement this and give you a 
hetter opportunity to explain. 

Mr. Ramsprrcr. Yes, sir. 

Senator Dworsak. Senator Smith mentioned a while ago that if 
any State like mine happens to have Republicans in the Senate and 
in the House, we are not consulted in any way except in the Senate 
we have the right to hold up confirmation of an appointment: but in 
my State the De mocratic national executive committeeman makes the 
recommendations for all postmasterships. 

Mr. Ramsrecr. Yes. 

Senator DworsHak. Is that nonpolitical? Is that under civil serv- 
ice and nonpolitical ? 

Mr. Ramspveck. I would like to make this statement about it. I have 
condemned that practice, as you know. 

Senator DworsHak. But it is in existence; isn’t it ? 

Mr. Ramspeck. It is in existence. 

Senator Dworsuak. What difference does it make whether you and 
I don’t like it? 

Mr. Ramsprck. Here is the difference between my point of view 
and yours. The national committeeman in your State makes the 
recommendation between three people who have been put on an 
eligible list after an examination, and after an investigation of their 
character and their reputation in the community. Lf it was purely 
political, he could pick anybody. If he was the worst bum in town, 
he could choose him. That is the difference. 
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Senator Dworsnak. Isn’t it true that if not a single one of those 
three is acceptable to him, an acting postmaster may be continued ina 
specific office and a new register prepared so that another three may 
be submitted with the hope that one of them may appeal to the 
Democratic national committeeman ? 

Mr. Ramsreck. It is not true, Senator. If we furnish the Post- 
master General with three eligibles, he can’t get another examination. 

Iie has to appoint one of those three. 

Senator Dworsnuak. It has been done otherwise. 

Senator Humreurery. May I say that the only time it can be done 
is 1f a disabled veteran comes in and Says that he didn’t get a chance 
at the examination and wants to be included in the privilege of an 
examination ¢ 

Mr. Ramsrreck. The disabled veteran always has a right to reopen 
an examination. If he is a disabled veteran and makes a passing 
grade, he goes to the top of the list. 

Senator Dworsuak. From what you said, I assume that the selec- 
tion and appointment of postmasters is nonpolitical under civil 
service. 

Mr. Ramsreck. I say it is not political in the sense that you de- 
cribe. I say that there is a political recommendation. 

Senator Dworsuak. Is it nonpolitical ? 

Mr. Ramsrveck. Not entirely, Senator. Where you have no sitting 
Congressman or Senator, they do submit the eligible list—both parties 
have done it down through the years—to the county committee or the 
State committee or the national committee. 

Senator Dworsuak. I thought we changed that a few years ago 
when we put postmasters under civil service. 

Mr. Ramsreck. No, sir; you didn’t do that. There is no law that 
requires it; there is no law that prevents it in the way they do it. 

I have seen the letters they send out, and they ask for a character 
and fitness recommendation, and what they get back is a political 
recommendation. But it is confined to three people who have qualified. 

Senator Dworsuak. You wouldn't contend that in my State when 
the Democratic national committeeman makes a recommendation of 
a postmaster appointee, with complete disregard for the sitting Mem- 
bers of the House and Senate from that State, that that is a non- 
political procedure ¢ 

Mr. Ramspeck. It is nonpolitical insofar as the selection of the 
three eligibles is concerned, 

Senator Dworsnak. | am talking about the final appointment of a 
postmaster, 

Mr. Ramsreck. The selection between the three in cases such as you 
have described is a political choice between those three who are 
qualified. 

Senator Dworsnuak. Political choice by whom ¢ 

Mr. Ramspeck. By whoever the political adviser is. 

Senator Dworsuak. A Member of the Congress or a Senator, if he 
happens to be representing the minority party / 

Mr. Ramsreck. If it is a Democratic Senator or Congressman, they 
make a recommendation. Whether they make it purely on the basis 
of politics or not is not for me to say. I do say, and I have said it 
publicly before, and I will continue to say it as long as I am here, 
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that it is wrong to submit eligible lists resulting from a civil-service 
examination to a political committee. 

Senator DworsHak. You and I agree that it is wrong, but so long 
as that is the current practice, we must concede it is a political pro- 
cedure. 

Mr. Ramsreck. It is a political procedure limited to the three 
eligibles. 

Senator Dworsnaxk. I am not talking about limiting it. I am talk- 
ing about the reference being asked for from the national committee- 
man of the majority party, ri ther than a recommendation being re- 
quested from minority party Congressmen or Senators. 

That can’t be any thing else but political; can it / 

Mr. Ramsprrecn. Yes, it is political; but it is limited to the three 
eligibles. 

Senator Dworsnaxk. | don’t want to take any more time on this 
point, except to point out that it is my opinion that to the extent that 
the selection of postmasters is politica las everybody recognizes, when 
we know that the national committeeman of the majo ItV party makes 
the recommendation, as he does now, then it is reasonable to assume 
that the same procedure would be followed in the fill f these new 
jobs in the Internal Revenue Bureau to be placed ities vi service. 
In my state, for Instance, the Demoeratic national con mitteeman 
would make the recommendation of the man w vhe »could be ubsequently 
appointed to fill the job of district commis ler or eputy commis- 
sioner. If that is true; is that politic: sf fee amperes ail 

Mr. Ramspeck. If it were done, it would be the same as we have in 


the postmaster Case, It would be political Muewdiids the three eligibles 
submitted to the : ap pointing officer. IL would condemm it. So far as 
I know, the only cases in which that practice is followed at the present 
time is on postmasters and rural letter carriers. 

Senator DworsnaKk. But that is the ‘ein I ask you, Mr. Ram 
per k. This hew reorganization would make the selecti if these 
men or women to fill the present collector 1obs cor Ipal ible to the Svs 
tem we now have in filling the postmastership 

If that be true, am | eee it we are eliminat & polities? 
That is the purpose of e thi s reors zation, isn’t it. to eliminate pal 


tisan poli tics, so that we can rely , amee elvil service and, under vour 
idininistration, I am sure Civil Service does do a fine job. But if 


the same practice is to be followed, isn’t it reasonable to assume that 
we will have a po itieal s ‘eetion of Com mission rs and cl p Ly Com 
missioners in the Bure: St od Internal Revenue. just as we have a polit 
‘ally influenced testi nm of Pe oes 
Mr. Ramspeck. My answer to that is it could happen, but it has not 
been the practice, So far as I know, e xcept in ot e Post Office Depart 
ment, to do that. I would be elad to see = ‘ongress pass a law 
Senator Monroney has suggested, m: yr it Teel fi ; 


pointing office r to take an eligible list eee ead it to a political « 
mittee or an official of a political party. 


I thin i < it woul | be a ve ry whole some thing LO do. and ] certainly 
wets support it. 
ator DworspaKk. If you think it is wrong now to a certain ex 


tent » follow this procedure in ni: ming postmasters, then vo vould 
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certainly think it wrong in following the same procedure in naming 
commissioners and de sputy commissioners under this plan. 

Mr. Ramsreck. I certainly would. 

Senator Dworsnax. That bothers me. If you could give me assur- 
ances that we could eliminate partisanship and patronage to a large 
extent and place this upon the high level of civil service, with the 
sole objective of getting conscientious, efficient service, then I might 
think it is good. But I can’t convince myself that would be accom- 
plished under this proposal. Can you? 

Mr. Ramspeck. The only person who can give you that assurance 
at the present time is the Secretary of the Treasury. I can’t do it, 
because they are not violating any law. As long as they ask only for 
charcater and fitness reports 

Senator Dworsuaxk. That is all. 

The CHarrman. May I make this observation about this political 
recommendation? I wish it would be possible to serve in the Con- 
gress and in the Senate, without ever having to give one thought or 
consideration to any appointment to service in the Government. That 
does not mean that IT am not always glad to try to accommodate 
friends who are eligible and qualified for Federal positions 

In our political democratic processes here there is no way that one 
in this position can avoid those solicitations, and appeals, not all 
from friends, but from constituents generally who seek Government 
employment. 

Now. if by this plan and all others similar to it we could completely 
remove ourselves from the political aspects of it, and the results and 
consequences that may follow, no one would be happier to support 
it than I. 

But I think that no matter what plan goes into effect, this one 
or any other, the minute something goes wrong they are not going 
to Mr. Snyder, the Secret: wy, or the Commissioner, with their com 





plaint. They are coming back to their elected representatives. 
Now, the question with me is: Are we placing these positions be- 
hind an iron curtain of Civil Service where you say nobody must 


do : anything about politic s? And do we still have to take the respon- 
sibility that is placed upon us, whether we want it or not, in our 
pol tical system ¢ 

How can I answer to my constituents and say that I placed this 
job beyond my control, IT oe do anything about it? They will 
say, “Do you mean as a Member of the Senate you have no influence, 
that you can’t do anything about it?” To which I could only reply: 
“No: I voted all that away. I have built an iron curtain; I can’t 
cross it.” That would be political interference. 

That is the problem that confronts me. As long as we have a 
es the p oe should have a voice through elected represent- 
atives of their Government. These civil-service positions are not 
elected con ions; they are not directly responsible to the constituency 
of this Nation. They would be responsible only to the administra- 
tion in power, and not directly to the people anyway vou go about it. 

I wish there was some w ay we could do this job : and complete ly rid 
ourselves of the responsibility, both from the standpoint of constitu- 
ents, and from the standpoint of our obligation to see that Govern- 
ment functions in the administrative branch efficiently. 
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Mr. Ramsreck. Senator, I certainly concur with you in the wish 
that some way might be found to relieve the Senators and the Mem- 
bers of the House “of being concerned with political appointments in 
the executive branch of the Government. 

Furthermore, I made a suggestion in 1945 to the Joint Committee 
on Reorganization of ~ Congress along that line. I won't under- 
take to go into it here, but I think one of the best things that could 
happen to this country and to the men who are serving here under 
such strain and stress at so little pay—and I mean that, I am not 
trying to curry favor with you fellows, I have favored more pay for 
Congress for a long time—I think the best thing that could happen to 
this country would ‘be to divorcee the legislators from eve rythi ng except 
levislation. 

The Cuamman, I agree with you a thousand percent. If we could 
do that and then divorce ourselves from the political responsibilities 
for other things, I would be happy to do it. 

Senator Humrpurey. We would have to be appointed by Civil 
service, TOO. 

The Cuarrman. If you want to appoint me for life, I will go along 
with that. 

Mr. Ramsreck. I think the American people have to be sold on 
the idea, and you ell have to have a law making it a removable 
otfense for any Member of the legislative body to gel n these other 
fields. You would have to provide somebody else to represent the 
people with the executive branch of the Government. 

Under present conditions you cant refuse to represent your con- 
stituents. 

The CrAirman,. That is right. 

Mr. Ramsreck. I want to say to my friend, Senator Mundt, with 
whom I served a long time, that he doesn’t know what a happy ex- 
istence he had up here since he hasn't had to bother with these jobs 
and patronage and things. He may find out some day how happy 
he has been. 


The CHairMan. Speaking about politics, this is a case where polities 
works from both ends. It isn’t only the politics of the Sei itor or the 
Congressman. Speaking about these acting positions, | am sorry 
Senator Smith is away, but I have had an acting collector of internal 


revenue in my State for 3 years. Can you imagine why ? 

Mr. Ramsp -ECK. | might have some idea about that. Senator. 

The Cuarrman. I think you do. 

Mr. Ramspeck. But I wouldn’t ap prove it. 

Phe CuarrMan. I am sure you don't. 

Senator Mundt, do you have any questions / 

Senator Mr NDT. Yes. I feel somewhat like nee Dworshak, 
and that is, 1 am for a merit system where it is purely a merit system 
but, if this Internal Revenue Bureau is going to work even remotely 
like the Post Office Department, I would say categorically that in 
South Dakota appointment of postmasters is purely 1,010 percent 
political. There is no question about that. 

The difficulty about it, and what aggravates the deception out 
there, is this. Yon sav it doesn’t get into it until it gets to these three 
men. Iwas a guest when I had an opportunity to look at the kind of 
examinaion they give the three men. This was no competitive ex- 
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amination. They asked the questions: Where did you go to school ? 
What business experience have you had ? 

They didn’t ask them any questions about postal regulations, post: 1] 
laws, about bookkee ‘ping, about their knowledge of how to get along 
with people. It wasn’t a competitive examination. If you have a 
competitive examination, we assume the best people get to the top, 
and if you did that and got the best three people at the top, even if 
you had a politician appointing them, you would get people of pretty 
fine quality. 

But there is no competitive examination in the post-office appoint- 
me af in South Dakota. I looked at the examination. 

. Ramspeck. Is that a first-class office ? 

came Munpr. It is a town of five or six thousand. 

Mr. Ramsprcx. The class depends on the receipts of the office. 

In a first-class office we have what we call an unassembled exam- 
ination. 

Senator Munpr. That is what it is. 

Mr. Ramsreck. It is not a written test. They answer certain ques 
tions as to their previous e xper ience, business, educational experience. 

Senator Dworsuak. Their political affiliation ¢ 

Mr. Ramspreck. No, sir; we don’t ask about that, or about their race 
or color. We do get their history, and we make them give us a rec- 
ord of every job the vy have held since they left school, when the vy left 
school, whe re they went, what they studied, how long they studied. 

That is evaluated by the examiners in our ex: mining unit. Then 
we, in a first-class office, make a personal investigation. We send in 
vestigators out and talk to the people in the community so that we get 
their opinion of these peop le and check up their references and find 
out what their character is, what their reputation is, whether the things 
they told us about their business experience are true or not. 

[ say it is a competitive examination, Senator, because they are all 
gr: uded and evaluated the same way. It is not a case where you hold 
a written examination for a first-class office. The thine we are look- 
ing for there in a first-class office is management ability and ability 
to get along with the publie. 
S80 percent of the 100 points is on experience and 20 percent is on the 
other factors involved. 

Senator Munopr. Is that the kind of examination we are talking 
about to create an eligible list for these tax collectors, an unassembled 
examination where somebody sits there and, through a purely subjec 


tive process, determines who should be at the top and who should be 


next? Or are we talking about a genuine merit examination wher 
they have to test their capacity, knowledge, and ability through a 
rigorous competitive written examination / 

Mr. Ramsreck. We haven’t determined that question yet, of what 
sort of examination will be held, but as far as evaluating a man’s abil- 
itv is concerned it is not necessarily any better to set him down at a 
table and make him answer questions there. You make him answe1 


on a form we give him. and then we check him with the people who 


know him and his former employers. 

My own personal reaction to the matter is that these district job: 
and these district deputy jobs are as much management as they are 
anything else. 


Those are the two primary things: 
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If we confined our examinations purely to a question of technical 
knowledge of the tax laws and taxation, we might get a very great 
expert in that field who wouldn’t be able to manage the st: iff under 
him and do an administrative job. 

Senator Munpr. That I grant, because parppsaty enters into it 
to the degree that you can’t get in a written examination, but if you 
have the written examination and follow that wah an coal eXamina- 
tion or something of that kind, you would at least be applying the 
criteria of merit, capacity, and know-how to these people allegedly 
entering a competitive examination. 

What I resent is this: I think the civil service has a pretty high 
standing in this country and has certainly increased its stature under 
your very able direction. But the completely phony quality of civil 

rvic e in the Pos ti al Department has tended to destroy col i le nee in 
it in other areas. I am convinced civil service wouldn't have the high 
reputation it has if all civil-service jobs were filled like the postal 
jobs, and the rural route carriers in South Dakota. 

I don’t complain because they are all Democrats. I expect that to 
be the case. I know they were Republicans under a Republican Presi- 
dent. I resent this illusion they try to create that eis fellows are 


civil service, when they are political ap pointee s. It creates doubt in 
the rest. If you are going to have p litical ap poin tees, WV hy not say 
that the postal ap pointine nts are political appointments—period. 


Mr. RamMspec K. That is the reason I condemne d here publi ( ly, as [ 
have done before the House committee and in a speech, the practice of 
submitting these lists to political advisers. I am familiar with your 
examination of the Postmaster General and Assistant Postmaster 
General Lawler in the Mississippi case, and I think the injection of 
political advisers is a very bad practice, It does create in the minds 


of the public a a feel) ny that theer is} 1O merit about { se eX 


binatie 3. 
It is my own point of view that we have limited the evil so that a 
only operates on the three people. I wouldn't say it doesn’t have some 
further effect, just as in this Mississippi situation. I am quite sure 
that many good people who might have taken examination in Missis- 
sippi knew what was going on and they said, “W hat is the use? I 
don’t want to buy the job, and therefore I won't con pete.” 

Asa result of that conviction we have ordered abandoned some of 
the registers we established in Mississippi and new examinations held. 
We did that in Tupelo, Miss., because evidence was submitted which 
convinced me that good people there who might have taken the exami- 
nation were steered off, so to speak. They just wouldn't do it because 
they said it is going to be a question of paying off for it. We are going 
to have a new examination. It has already been called in ‘Tupelo and 
in some other places. 

I don’t contend for one minute, and never have, in the 16 years 
| was in the House that civil service, as set up in this Federal Govern- 
ment, is pe rfect. It is not. It is ope rated by human bei us. It is iy 
contention and my strong conviction that it is better than the patron- 
age system, that we get better people, that they are better able to with- 


stand the pressures that come to people who work for the Government. 


Hearings, April, May 1951, Activities of the Mississippi Democratic C tte | In 
estigations Subcommittee ; S. Rept. No. 445, June 20, 1951, I ‘eder al Job Selling and Other 
Irregularities in Mississippi, Investigations Subcommittee. 
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The stakes are awfully high in this Government today. The Govern- 
ment has become complex and affects the lives of everybody in the 
country today. 

I just don’t believe, Senator Mundt, that we could successfully oper- 
ate this Government under a patronage system. Therefore, I think 
we ought to take every step we can to improve the selection and ap- 
pointment and promotion of people who operate below the policy- 
making level to the end that they will be experts who can serve you 
2 Senator Humphrey or Senator McClellan or either party with equal 

facility. They must be protected from political pressures. 

They hi me the Hatch Act for that purpose. Some people don’t agree 
with it. I do; I think it is a good law. We have to protect them. 
We must have experts in the Government. When I was a youngster, 
the Government was so unimportant, it didn’t make a great deal of 
difference in my opinion. 

You could take incompetent people, but you can’t do it today. The 
stakes are running into the billions, and that is certainly true in this 
tax field. While this may not be a perfect system, and we may make 
some mistakes, I am firmly convinced myself that in the long run we 
will get better people and they will be in better position to resist the 
pressures brought against them. 

I would like to see the Congress pass a law which will stop the Post 
Office Department from submitting eligible lists to any political 
committee. 

Senator Munpr. I agree, of course, that the civil service is an im- 
provement over patronage, but I think, worse than either patronage 
or civil service, is a system that functions as patronage under the f: alse 
mask of the civil service. That happened in Mississippi. 

Mr. Ramsprck. Let’s don’t burn down the house in order to get the 
rats out. Let’s get the rats out. . 

Senator Munpr. Now that we are trying to build a new house in a 
division of Government which is pretty badly shot full of corruption, 
it seems it is the proper time to make the proper safeguards, to make 
sure we don’t have an illusion here that will be worse. 

My reason for raising the question of the Post Office Department 
here is to see if we can get assurances from some ‘body I clon’t think 
you can give them—I think we should at least seek from the Secretary 
of the Treasury in writing the assurance that if this goes through, it is 
going to be a legitimate civil service performance and will not be sub- 
mitted to any politicians of any party before they are appointed. 

L think we will be negligent as a committee if we don’t seek that 
assurance, 

The Cuatrman. I should like to ask the able Senator from South 
Dakota this question: What is the difference in submitting an eligible 
list to an elected representative of the people of that State and sub- 
mitting it to somebody who is not elected, but who is a political boss ? 

Senator Munpr. There is a very good difference, which I once heard 
you outline in an impassioned speech in Jackson, Miss. If you are 
going to submit it to either, you had better submit it to the elected 
official, because the people depend on him. 

Mr. Ramspeck. I agree. 

Senator Munpr. Do you agree? 

Mr. Ramsrecs. Yes. 
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Senator Munpr. In this case I would rather not have it submitted 
to anybody. 

Mr. Ramspeck. I would rather not have it submitted to an ivbody 
myself, but there is a vast difference in my opinion between submitting 
it to a Senator or a Congressman, because he has responsibility: to the 
people. 

I have had some experience with members of executive committees 
and national committeemen and, by and large, they are not responsible 
even to the members of their own party. 

Senator Humpurey. Mr. Chairman. 

The CHarrMan,. Senator Humphrey. 

Senator Humpnrey. I want to get one or two things cleared up. 
First of all, I agree with Senator Mundt that we ought to get assur- 
ance from the Secretary of the Treasury as to how this appointment 
system is going to work. I would also like to point out to my fellow 
colleagues ‘that we had a bill before the Post Office and Civil Service 
Committee, which I voted for, which would have done exactly what 
Senator Mundt talks about, a bill to take the entire appointment of 
postmasters—first-, second-, third-, fourth-class, all classifications— 
completely out of politics, with no reason whatsoever to have it re- 
ferred on a political level—that is, to a committee. That bill did not 
get out of committee. 

There was no great crusading spirit when we had that bill up before 
the committee. 

Senator Dworsuax. Will the gentleman yield ? 

Senator Humrnrey. And I say equ: ally— 

Senator Munpr. That wasn’t before this committee. 

Senator Humpnrey. I am talking about the other committee. 

Senator Dworsuak. Will the gentleman yield ? 

Senator Humpurey. Yes. 

Senator Dworsnak. I should like to point out that I was on your 
side: 4 of us out of 13 favored the bill. 

Senator Humenurey. That is right. The Monroney bill referred to 
will tie down matters of political influence and make it an offense to 
have political influence or political reference. 

Senator Unperwoop. I think the Monroney bill is all right so far 
as officials or employees of the parties are concerned, but here | was 
eeneral manager of a newspaper and the president of the chamber of 
oe ree in the town where I lived, does the fact that I have been 
elected to the United States Senate mean that my advice is worthless / 
I don’t think it should apply to elected officials, and LT don’t think 1 

hould apply to a county judge. I think that ought to be cleared * 

Senator Humpnurey. I am only pointing out that under the reor- 
ganization plan there is nothing in the e in that says the collector or 
de puty collectors will have to be cleared | Vv the national committeemen. 
Therefore, the assumption is that they will not be cleared by the na- 
tional committee, and if there is any feeling on the part of Members 
of Congress that some political officer will have his finger in the pie. 
there is an easy way to correct that. All Congress has to do, if we are 
all steamed up about this—and I think we should be steamed up about 
it—is to pass a law. 

But here you have a plan laid before us, which, on the face of it 
“it least, is predic ‘ated upon sound civil-service standards. Of course, 
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the world is changing. It used to be that a man was innocent until 
he was proved guilty. That was an old-fashioned habit in this world 
of ours, but now everybody is thought guilty until he can prove him- 
self innocent. 

This is the general tenor. I should like to go back to some of the 
old virtues. We should assume there is innocence and fair play and 
honest administration until there is evidence to the contrary. 

Now the Post Office is used asan example. Yet there are many other 
departments in this Government with no political influence, no politi- 
cal consultation—my good friend, the Senator from South Dakoti, 
has a big reclamation office at Huron, S. Dak. I have never heard of 
anybody having political influence. I understand everybody has to 
take an examination before getting in. 

We have many oflices in my State, and I don’t know who the people 
are. 

I think it is unfair to condemn the Post Office Department. Today 
the statement has been made here and repeated that the Post Office De- 
partment has had a high level of public service. The Post Office De- 
partment has had little or no corruption. That has been stated by 
Mr. Ramspeck and by Members of the Senate; and yet that Depart- 
ment, which has had that kind of record, is now accused of having 
politics in it. 

Someone might say that we ought to have more politics but I don’t 
think you can draw that kind of conclusion. The sad fact is there 
is politic al influence in the appointment of postmasters out of the top 
three. But I remind my colleagues that out of the top three, if there 
is a veteran there, a disabled veteran, if he isn’t a member of the Com- 
munist Party, which he wouldn’t be, he gets the job. It doesn’t make 
any difference whether he has any polities or whether he hasn't 
any politics. If he is a veteran, he gets the job, unless there is some 
compelling reason which the Civil Service Commission has to review. 
Isn’t that correct ? 

Mr. Ramsreck. Yes; they have to file their reasons with the Com- 
mission, and we—— 

Senator Humpurey. There isn’t any politics in those instances, if 
there is a veteran on the top three, he gets prefe rence; is that correct ? 

Mr. Ramspreck. Yes. 

Senator Humpurey. Of the top three. 

Mr. Ramsreck. The veteran, if he is a disabled veteran. 

Senator Humpurey. It is absolute preference. 

Mr. Ramsrreck. He gets 10 points in addition to what he makes on 
the examination, and if that gives him 70, he goes to the top of the list, 
even though some nonveteran may have made 100. 

Senator Humprrey. He must be appointed. 

Mr. Ramsrecx. Yes; or else they must give reasons and submit them 
to us, and we give a copy of that to the veteran or his representative. 
I think in all fairness I ought to say that the appointing officer can pass 
over a veteran. 

Senator Humpnrey. I tell them in my State the Veterans Preference 
Law of 1944 is absolute and controlling, and if there is a veteran on 
the list, he gets the job. 

Mr. Ramsreck. That is the practice, Senator Humphrey, and that 
is the practice in the Post Office Department. So far as I know, since 


I have be 
who had 
Senato 
Mr. Ra 


one of the 


veteran ¢ 
I woul 
a system. 
lican Par 
I went ce 
about a j 
what I a 
only whi 
The C1 
Mr. R. 
there in : 
Mr. J. 
Ga., unde 
viser und 
He also v 
primaries 
But th 
this Cong 
The C) 
ting the ] 
a good D 
Mr. Ra 
Senato 
fair to ec 
exist in t 
ceding C 
Mr. Ra 
we do hay 
civil serv 
sible posi 
been no s 
Members 
Senato 
what byt 
judge the 
exists In- 
The res 
cal party 
and they 
We sho 
to do is. r 
We have 
Mr. R: 
needs fur 
authority 
The C3 
Mr. Ra 


94645 





REORGANIZATION PLAN NO. 1 OF 1952 9] 


I have been in the Commission, they have not passed over a veteran 
who had disability preference. 

Senator Dworsuak. If all three are veterans, what happens? 

Mr. Ramsreck. If they are all 10-point veterans, they can pick any 
oneofthethree. But if there is a 5- point veteran in there, the 10-point 
veteran gets preference. 

[ would like to say this, gentlemen: I am complaining here about 
a system. It is not peculiar to the Democratic Party or the Repub- 
lican Party. I served under the Hoover administration in the House. 
I went down once to the Department of Agriculture to talk to a man 
about a job of gin enumerator. Senator McClellan probably knows 
what I am talking about. It is a part-time job that is in existence 
only while they are ginning cotton and it paid so much a day. 

The Cuamman. A seasonal job. 

Mr. Ramsreck. Right on the papers this man had marked down 
there in a penciled memorandum, “See J. T. Rose”—R-o-s-e. 

Mr. J. T. Rose was the collector of internal revenue in Atlanta, 
Ga., under the Hoover administration, and a political-patronage ad- 
viser under the Republican Party. He was a nice fellow, a good man. 
He also voted for me because the Republicans down there voted in our 
primaries. 

But the system is wrong, in my opinion. I would be glad to see 
this Congress pass a law stopping that practice. 

The Cuairman. There is nothing wrong with the system permit- 
ting the Republicans to vote ina Democratic primary if they vote for 
a good Democrat. 

Mr. Ramsreck. We didn’t stop them, Senator. 

Senator Humpnrey. I want to conclude by saying I don’t think it is 
fair to condemn this reorganization plan upon the limitations that 
exist in the postal service, “which limitations this Congress and pre- 
ceding Congresses have endorsed by their failure to take any action. 

Mr. Ramsp “CK. I think it is proper to point out this, Senator: That 
we do have in the Bureau of Internal Revenue most of the people under 
civil service. The revenue agents in charge, who have a very respon- 
sible position, are under civil service, and, as far as I know, there has 
been no submission of their names to political committees, or even to 
Members of Congress, so far as I know. 

Senator Humpurry. Yes; and I think that you must judge some- 
what by the record of performance, and it seems to me that you cannot 
judge the future of this reorganization plan by the inadequacy which 
exists in the postal service. 

The reason that inadequacy has been kept there is because each politi- 

cal party lives on hope, thinking it is going to take over some day, 
and they will clean the rascals out. 

We should get this on the record. Iam of the opinion that the thing 
to do is, rather than assail the abuses, correct them—and we can do it. 
We have bills before the Congress. All we have to do is pass them. 

Mr. Ramsprcs. Here is the chance to make a forward ste p. If it 
needs further safeguards, Congress is still in session and they have the 
authority to stop the rat holes. 

The Caamman. May I make this observation ? 

Mr. Ramsreck. Yes, sir. 

94648—52-—7 
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The Cuarman. Human nature and politics being what they are, 
you will never remove politics from the administration of Government 
by passing a law. That is my observation. I think we are kidding 
ourselves when we make any pretense that this is going to remove 
this thing from politics, because you have politics in Government from 
top to bottom in a democrac y, and it will always be so. 

Mr. Ramsreck. Senator, I thing there is a lot in what you say. I do 
think, however, that this enables us to lessen any political influence 
that might be applied. There is good politics and bad politics. 

The Cuamman. I agree. 

Mr. Ramsprrck. I don’t think we could have the kind of government 
we have without politics. 

The Caarmman. When you talk about taking politics out of a demo- 
cracy, you are talking about the absurd. 

Mr. Ramsreck. You are not going to take it out of government, but 
we can put merit into appointments. 

Senator Dworsnak. [f we can’t take political patronage out of these 
high-level jobs in the Bureau of Internal Revenue, what is the purpose 
of this reorganization plan é 

The Cuarrman. You will never take politics out in this country as 
long as it remains a democracy, in my opinion. You will eliminate 
it here and there. You may get more wholesome politics. 1 think 
that is important. 

Senator Dworsnax. Drive it underground. 

Mr. Ramspeck. I think the important thing is that you are injecting 
into the selection of these officials a real test of thei ‘ir character and their 
qualifications to do a job which you don’t have now in the politically 
appointed collectors of internal revenue. 

Senator Humeurey. One thing we should have perfectly clear is 
that the men at the top of the agencies, like Secretaries of departments 
who surely are not under civil service and should not be under civil 
service, should at least have the right to select under this rule of three 
from the qualified people. 

Mr. Ramsreck. Sure. 

Senator Humpurey. I think the issue is whether you refer that se 
lection back to the national committeeman or back to a political party. 
That can be corrected by law. 

The Cuarman. Let’s assume you put all the power in the Secre 
tary; how ean you prevent his calling up some of his political friends 
and saying, “Which one of these folks do you prefer? 

Senator Humpnrey. There is no way you could have absolute pro- 
tection because we have people and not machines with whom we are 
dealing. But what you are trying to do is minimize this as much as 
you can, and I think it is rather evil, if you don’t mind my saying so, 
if you want to maintain institutions of a free government, to continu- 


ously condemn political organization as if it were the composite of 


all evil. 
It is an amazing thing that I at one time was a college professor, 
where people thought I was a nice fellow. I ran for political office, 


and people suddenly thought I was something other than a nice fel- 
low. They are the same people. 


Here is my friend, Senator Underwood, chairman of the chamber 
of commerce, as he said. He was then undoubtedly called upon for 
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recommendations and consideration of character. Now he is a United 
States Senator, and I suppose it would be wrong to call upon him be- 
cause he is in political office. 

All I say is if we keep this up and condemn every legitimate fune- 
tion of politic al activity in this country, there will be only one answer 
and that is to have some guy make himself a dictator and say, “I am 
God, and I will rule all of the country as well as politics.” That is 
certainly worse than the disease. 

We are undermining our democratic structure » by the continuous 


abuse of politics as such in its pure sense and in its good sense, be- 
cause as long as you have politics, you are going to have people ‘and 
as long as you have people you will have politic s. I think the chair 


man is admirably correct when he says it is impossible to remove it all. 

They have been making Ivory Soap for a hundred years, and it is 
still only 99.44 percent pure. 

The CuarrMan. The committee will stand in recess until 10 o’elock 
in the morning. We regret very much we haven’t been able to hear 
other witnesses who were scheduled for today—the Director of the 
Budget and Dr. Flemming, former Chairman of the Civil Service 
Commission—who were scheduled to testify. 

We will have to set another date to hear them, but tomorrow we 
will resume hearings at which time the Secretary of the Treasur y and 
the Commissioner of Internal Revenue will resume their testimonv. 

(At 12:50 p. m., a recess was taken until Friday, February 1, 1952, 
at lO a.m.) E 
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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 





FRIDAY, FEBRUARY 1, 1952 


UNITED States SENATE 
Comirrer on EXPENDITURES, 
IN THE Executive DEPARTMENTS 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:15 a. m., in 
room 357, Senate Office Building, Senator John L. McClellan (chair- 
man) presiding. 

Present : Senators McClellan, Moody, Underwood, Smith of Maine, 
and Dworshak. 

Also present: Hon. John W. Snyder, Secretary of the Treasury; 
William W. Parsons, administrative assistant to the Secretary of the 
Treasury; Walter L. Reynolds, chief clerk; Ann M. Grickis, assistant 
chief clerk; and Herman C. Loeffler, professional staff member. 

The CuHatrman. The committee will come to order. 

We will resume hearings on Reorganization Plan No. 1 of 1952. We 
will ask Commissioner Dunlap to proceed with his testimony, begin- 
ning about where he left off last Wednesday, if he cares to. 


FURTHER STATEMENT OF JOHN B. DUNLAP, COMMISSIONER, 
BUREAU OF INTERNAL REVENUE 


Mr. Dunuar. Thank you, Mr. Chairman. I believe we were in the 
process of going through these charts to explain to you the mechanical 
set-up under the new plan and to show you the advantages that we 
would gain in the service from its adoption. 

The CuHarrmMan. May I say, Mr. Commissioner, that, as you proceed, 
we as members of the committee will try to refrain from asking ques- 
tions, to give you an opportunity to explain the charts. I understand 
that in the explanation of the charts probably a good many questions 
will be answered that might be asked if we undertake to ask questions 
before you have finished your explanation. 

I suggest that procedure just as a matter of trying to expedite the 
hearings and to give you the opportunity to make a clear explanation 
first. Then we will ask questions. 

Of course, as you proceed there may be some question just for the 
moment on which we may want to get clarification so we n ay under- 
stand and be better able to follow your further testimony along a 
particular line. 

Mr. Duntap. Thank you, sir. I believe that is true. 











96 REORGANIZATION PLAN NO. 1 OF 1952 


The Cuairman. I believe that would be helpful to you and also to 
us if we will do that. 

Mr. Dunwap. Thank you, sir. We were talking still about chart ‘ 
when we concluded the hearings Wednesday. 

The CHarrMan. We will have inserted in the record a copy of each 
of these chi arts as you describe each one. 

(See Chart 2, p. 36.) 

Mr. Dunuap. AsI said at that time, the chart merely shows the lines 
of control, the tightness of the organization, and makes it possible to 
visualize the interrelation of the three types of offices covered by the 
more detailed charts. We feel that this will give us in the Bureau a 
much tighter organization, one where the lines of communication and 
the management F prob lems are vastly simplified. 

W ith these reference to this chart, calling your attention to the fact 
that we do have the enlarged charts showing in more detail each phase 
of it, I would like to proceed to the Bureau level chart, which covers the 


area of the Washington office only. Following that, I will take the 
district commissioners’ level, the up to 25 positions mentioned in the 
plan; and, following that, the deputy district commissioners’ level. 
That is the one referred to as up to 70 other officers in the President’s 


plan. 
(Chart 3, above referred to, is as follows :) 


CHART 3 


DEPARTMENT OF THE TREASURY- BUREAU OF INTERNAL REVENUE 


Proposed Organization of Bureau Headquarters 
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Mr. Duntar. On the Washington level nothing will be performed 
under this plan except those functions which must be performed on a 
Nation-wide basis. The operating features of the Bureau’s work 
will be performed in its field offices, so it leaves us in Washington the 
duties having to do with policy and determination of questions that 
are of Nation-wide import, of supervision over all of our offices, and 
of settling all questions so that the administration of our tax laws 
throughout the United £'tates is on a uniform basis regardless of 
whether the question comes up in Florida or in Oregon. 

That is the main purpose of this set-up. It will consist of the Com- 
missioner himself, with his official family, and the three Assistant 
Commissioners, one who performs technical functions for the Com- 
missioner; a second one who performs all of the operational functions 
of supervising our field offices; and, third, the Assistant Commis- 
sioner, Inspection. 

The Assistant Commissioner, Technical, will have charge of all 
activities having to do with legislative and research problems. He 
will make all rulings and technical reviews for all classes of tax, and 
will perform special technical services for the Commissioner. That 
involves several things which we now do which we must continue to 
do, such as the operation of our machinery for negotiating tax treaties 
and various and sundry things of that kind. He is purely a technical 
man. 

Under his supervision would be issued all rulings, for instance, on 
corporis ations requesting tax exe mption for various and sundry reasons 
under section 101 of the code. That, for instance, would have to be 
done on a Nation-wide basis to be sure that the uniform rulings were 
issued for the entire country. 

He would handle all legislative problems and do all research in con- 
nection with them, just as these functions are now performed in the 
Bureau in a different section. They would all be brought together 
under one man. 

The Assistant Commissioner, Operations, would have a staff at his 
immediate disposal which would supervise all collection activities, 
study them with a constant view to improving them and solving all 
problems that come up in the collection field. 

He would have under him an assistant for enforcement. That 
gentlemen would completely analyze and study all problems having 
to do with the audit and examination of all types of income-tax returns 
and would also have supervision over the other field activities having 
to do with enforcement, such as the investigation of cases involving 
fraud and the operations of our people enforcing the alcohol-tax and 
tobacco laws. 

He would have supervision over the field offices of the appellate 
staff and their operations. He would also have, of course, an assist- 
ant for administration—all matters that pertain to the administration 
of an office of this size. 

As we said the other day, the Assistant Commissioner, Inspection, 
is the third member of the team. It is his job to plan and program all 
examinations of our offices and to analyze and appraise the reports 
that come in to see that proper action has been taken. The Personne! 
Evaluation Section under him is responsible both for the checking of 
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personnel before they are employed and their conduct after they are 
in the Bureau’s employ. 

He will also have a review staff, which reviews all actions taken, and, 
of course, a small liaison group through which he manages his field 
offices and which performs any special investigations that the Commis- 
sioner desires to have made. 

[ call your attention to the fact that they all come directly to the 
Commissioner. I believe that question was raised from the big chart, 
but each one of them comes directly to the Commissioner. This has 
to be a team; those people have to work together, have various and 
sundry conferences at all times and mesh together, just as you co in 
any other type of business organization, 

On this level also you find the Chief Counsel for the Commissioner, 
his attorney, who passes on all the legal problems that arise in the 
Bureau. The Chief Counsel is operationally responsible to the Com- 
missioner. He furnishes the attorneys who assist in all of these func- 
tions. He details them wherever the Vv are necessary so as to pl ‘ovide 
economy in the use of our |: awyers throughout the organization, 

Now I should like to answer, if you have any, questions pertaining 
to this chart before going to the next one. 

The Cuairmayn. I think that is a good suggestion, that we proceed 
from chart to chart. 

Mr. Duntap. All right, sir. 

The Cuatrman. I should like to ask you just a few questions. In 
this reorganization as you propose it for the Washington level, in 
which you are undertaking to place definite responsibility, responsi- 
bility that you actually identify in top officials, making it their re- 
sponsibility to see that those functions are performed, creating that 
direct line of authority that we speak of so much, may I ask this 
question: 

Is this reorganization plan necessary, or are new statutes necessary 
to permit the Secretary to set up the organization for the Washington 
level just as you show it on that chart ? 

Mr. Duntap. Yes, sir; we feel it is because under the present stat- 
utes we are only entitled, first, to two Assistant Commissioners. 

The CuarrmMan. It would take statute or reorganization plan to 
create the third Assistant Commissioner / 

Mr. Dunuap. It does that, sir, and it does a second thing. It changes 
these two people and, of course, the third one, when the plan goes into 
effect, from Presidential appointees to civil-service appointees. 

The Cuarrman. I am referring now to how they operate outside 
the civil service. I know, to place them under civil service, it will 
take a reorganization plan or a new statute; but, aside from the 
civil service, I am talking about the structural organization. 

In view of the power reposed in the Secretary under Reorganization 
Plan No. 26 of 1950, except so far as creating the third assistant, 
cannot the Secretary set up the organizations on the Washington 
level just as you have shown on - chart simply by delegating some 
of the functions, - of which are reposed in him under Reorganiza- 
tion Plan No. 26, by deleg shine hia cetanethian to those officials 
and setting up those positions that you have shown on the chart ? 

Mr. Duntap. There is just one thing which would complicate that 
at this time, sir. We have five Deputy Commissioners whose func- 
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tions are pretty definite 
eliminated by the plan. 

The Carman. You eliminate the five deputies, in addition to 
creating one new posit ion ¢ 

Mr. Dunuxar. That is right, and then we reshuflle their 
ities in this manner. 

Senator Unperwoop. Mr, Chairman . 

The Cnarrman. Senator Underwood. 

Senator Unperwoop. In the consolidation of the Aleohol Tax Unit 
and the Tobacco Section, would you combine the field offices or only 
the heads?) How would you organize that ? 

Mr. Dunuar. That is shown on the separate charts as we go through 
the field organization, sir, if I may answer that when we get to the 
next chart. 

Senator Unperwoop. Very well. 

The Crarrman. Let me ask this question. I do not think eco- 
nomics in this reorganization plan is by any means a dominating 
factor. I can persopally indulge the assumption that this reorgani- 
zation plan will create additional expense in the operation of the 
Department. I don’t say it will, but I can indulge that for the 
purpose of considering the merits of the ieee if it produces efliciency 
that warrants the additional expenditure; then, the plan has greater 
merit than would be lack of merit in the additional cost of operation, 
because I think the additional revenues that would be acquired by more 
efficiency in administration would certainly outweigh any additional 
expense. 

But can you tell us what additional expense over present opera- 
tion, if any, it would create-at the Washington level ? 

Mr. Dunuap. No, sir; we feel it will reduce our expense at the 
Washington level because it will enable us to detail all operating 
functions down and eliminate those functions in the Bureau. 

The CuamrMan. Let me get this clear. The one reason why it will 
reduce operating costs at the Washington level is because it will shift 
the administration to district or area levels ? 

Mr. Dunuar. That is right, but as I go to that level IT want to show 
you certain things. There is one beautiful thing about this plan. It 
not only contributes very materially to increased efficiency but it has 
within it the avenues for material savings in operational costs over the 
present set-up. I will demonstrate that to you. 

Another advantage is that it also is of great service to the taxpayer 
in that numerous problems now confronting him are eliminated as 
this plan goes into operation. 

The Cuatrman. In studying the plan, Mr. Dunlap, and your pres- 
entation of it for the record, I would like to make these points clear 
in the record. It is going to be said that by creating new offices, an 
additional assistant Commissioner, and then creating district oflices— 
in other words, that by creating in this plan a district office or level 
that doesn’t now exist, certainly not on a unified basis—we are just 
piling up more expe nse. 

Even if we do, if it produces greater efficiency and brings in more 
revenue, it would be justified, but I thought as you went along you 
might give some expression as to that. 
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Mr. Dunuap. I think we cannot only show you where the increased 
efficiency will come but maybe we can dispel that illusion that we 
are creating more offices than we have now, because we are not. 

As we vo to the next chart, I think I can make that point very clear 
to the members of the committee. 

Senator Moopy. Mr. Chairman. 

The CHarrMan,. Senator Moody. 

Senator Moopy. On this chart the Chief Counsel of the Bureau is 
shown to be a direct offshoot of the Commissioner’s oflice. Would 
that be true both for administration and policy matters ¢ 

Mr. Duniap. Administration and policy as they attect the Bureau’s 
activities; ves, sir. He also, of course, is responsible, back to the 
General Counsel of the Treasury Department, for his professional 
fitness and professional qualifications and for such questions as concern 
the over-all tax policies of the Treasury. 

Senator Moopy. I should like to congratulate the Secretary and the 
Commissioner on this plan. I think it is a thoroughly constructive 
thing. I should also like to congratulate the Commissioner particu- 
larly for the vigorous action he took on ¢ertain malpr vetices mM my 
State that I called to his attention. He moved in quickly and handled 
the matter in a way I am sure the people would like to see it handled. 

I should like to point out, Mr. C hairman, that it is dangerous some- 
times to allow the structure of Government to remain without change 
over a period of years. It proved to be dangerous in the case of this 
Bureau, and I want to call again the attention of the Senate to the 
danger that I believe is in volved in not ‘modernizing the budget sys 
tem of the Congress. 

This is slightly off the subject of this morning’s meeting, | 
McClellan bill (S. 913), which was reported unanimously by this 
committee a year ago, is on the Senate calendar. It would bring 
about extensive changes in Congress’ own system of handling the 
budget, which today is the same as it was when the total budget was 
$3,000,000,000 a year, or about half of our annual debt charge today. 


l am ve ry eratified to learn from the chairman this 1 morning that 
the policy committee has now agreed to bring this bill up for action 
in the Senate at an early date. I believe it is a very constructive move 


in reorganizing our own procedures. 

I hope that the Senate will not take action disapproving this plan 
that Secretary Snyder and Commissioner Dunlap have presented with 
regard to the Bureau of Internal Revenue. 

Mr. Duntap. Thank you, Senator. 

I think, if we can go on to the next chart, I can cover several of 
the points that have been brought up. 

The Cuamman. I might ask one thing. I see in the paper this 
morning that a Mr. Charles W. Davis has been appointed Chief 
Counsel to succeed Mr. Oliphant. Is that correct? 

Mr. Dunnap. Yes, sir: he has been nominated. 

The Cuarroman. I do not want to go into the merits of his case. 
I see that some question has been raised before another committee 
as to his qualifications. Now, the point I am making is that, if this 
plan is adopted, the committee of the Senate would have no oecasion 
to look into his qualifications, because he would be appointed without 
confirmation. Is that correct? 
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Mr. Dunuap. That is correct. 

The Cuarrman. I do not know about his qualifications. I see they 
are in controversy and I know nothing about it. 

Senator UnNpERwoop. Mr. Chairman. 

The Cuarrman. Senator Underwood. 

Senator Unperwoop. Is that the Mr. Davis who was counsel for 
the Ways and Mans Committee of the House or the Joint Committee 
on Taxation and Revenue of the two Houses for quite a number of 
years ¢ 

Mr. Dunxap. Yes, sir—Ways and Means. That is his present as- 
signment. 

Senator Unperwoop. He is with the Ways and Means Committee 
now ¢ 

Mr. Dunuap. Yes, sir. 

The Cuatrman. I was just pointing out that under the plan—I 
do not know Mr. Davis and know nothing about his qualifications— 
I was simply pointing out that under the plan the Senate would have 
no jurisdiction over it. He would simply be appointed under civil 
service. 

Mr. Dunap. That is very true. 

Secretary Snyper. He would have to qualify. 

The CuarkmMan. He would have to qualify under civil service. That 
is what I had reference to. Now, this chart is on what? 

(The chart referred to above, Chart 4, is as follows :) 
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Mr. Dunuar. This is the district commissioners’ level, and I feel 
that the plan has been seriously misunderstood insofar as these dis- 
trict commissioners’ offices are concerned. They do not replace the 
offices now known as collectors of internal revenue. Those are re- 
placed by the offices we will show you on the next chart: but this 
office, while it is a new designation and is called a new job in the 
President’s plan to enable us to set up the civil-service classification 
and the salary brackets, is a consolidation of all of the field offices 
we have now in existence other than the collectors of internal révenue. 

Consolidated in these offices are all the technical functions now 
performed by 39 agents in charge, 14 special agents in charge, 15 
supervisors of Alcohol and Tobacco Sections, and by a number of 
other officials. All of those offices will be controlled in one district 
and brought into one office for control and supervision and manage- 
ment purposes. So that, where we now have seven separate divisions 
responsible to seven different officials in the Bureau, you now have 
one office responsible directly to the Commissioner through his assist- 
ant—operations. 

The CHairMan. Name those seven who are now responsible to the 
Commissioner directly. 

Mr. Dunuap. You have the internal-revenue agents in charge; you 
have the special agents in charge; you have the supervisors of the 
alcohol and tobacco tax districts; you have the appellate staffs; you 
have the chief counsel’s representatives; you have excise-tax agents’ 
set-up; and you have the collectors. 

The way that will operate is this. The district commissioner has 
four assistants. One of them is assistant for the Collection Division. 
His task is to see that all of the accounting is properly done through- 
out the district and that all returns filed by the taxpayers are properly 
processed throughout the district, uniformly throughout. 

Here is an avenue of material savings to the Government. We have 
for some years back been experimenting with high-speed accounting 
machines and procedures, and we have found that those machines 
are economical only in offices where in excess of a million returns per 
year are handled. 

The cost per return drops after it passes the million mark, but 
below the million mark the cost per return in the small offices pro- 
hibits the use of such machines. We contemplate under this plan 
that the drudgery work of listing those returns and doing the sorting 
and bookkeeping work on them ‘before the ‘vy are sent back out to the 
deputy district commissioner for handling ‘be done at the one central 
point, thus allowing us to put into these offices the best type of ac- 
counting procedures and machinery that we can possibly get and thus 
reduce materially our cost of handling returns through those mechani- 
cal processes. That is one avenue I told you I would show you. 

Here is another decided advantage. All of our enforcement divi- 
sions within a district are brought under the supervision of one man, 
whereas now they are under the several divisions we named a while 
ago. He would have under him specialists in delinquent collections and 
procuring of delinquent returns. The people who would collect war- 
rants for distraint in the field and procure delinquent returns. That 
is all they would do. Those people are not physically present in this 
office. They work out of a deputy commisioner’s office down below, 
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but here is a staff officer who studies that problem, who travels around 
over the district and sees that it is properly done in all the offices, and 
who studies constantly ways and means of improving our processes 
in that respect. 

He has under him an audit branch where he has the specialist who 
determines the best methods of audit and who supervises throughout 
the district the proper auditing of income tax as well as all other type 
returns, 

There is a vast field for saving there and for lessening of annoyance 
to taxpayers, which I will show completely on the following chart. 

Now he also has under him here a small section which does nothing 
except correct mechanical errors that come to light. In other words, 
they just write the taxpayer and show him, “You made a mistake in 
addition, and it has been corrected to read $200 instead of $150, and 
with that correction your return is correct.” Just the mail of that 
type would be handled here. 

He has under him also a special investigations branch which cor- 
responds to our present special agents in ch: _ re handling fraud 
vases. Also he would have another block showing the alcohol-tax 

aad tobacco-tax investigations within the district. T Ahat is where they 
would be handled. 

The assistant district commission, appellate, takes the place of our 
present appellate divisions in the field. We think that the taxpayer 
gains considerably here because in our present set-up we only have 
12 appellate divisions in the United States. Those are final settlement 
offices on income-tax contested cases. 

Under this plan they are broadened out to where the taxpayer has 
25 appellate offices he could vo to. These offices are just what the 
name suggests. Each has a conference branch where people who do 
not agree with the field agent’s finding come for their conferences to 
settle their disputed points on their returns. They reach final settle 
ment here. 

The CHarrmMan. May Lask a question at that point ? 

Mr. Dunuap. Yes, sir. 

The Cuamman. You speak of a final settlement. That is under 
assistant to the district commissioner ¢ 

Mr. Duntap. Appellate; yes, sir. 

The Cuatrrman. When you use the word “final.” I should like to 
have you amplify that. When that one man = that board at that 
level decides the issues that are presented by the taxpayer's appeal, 
you say that is final. Can they appeal? Can es axpayer appeal from 
that lower level up to the district commissioner ? 

Mr. Duntar. No, sir; that is the action of the district eommis- 
sioner. This is his section which takes final action, 

The CHarrMan. Lunderstand. So the district commissioner actual- 
ly does not make the decision except he may approve the action of his 
assistant. 

Mr. Duntap. That is right. 

The CuarrmMan. In other words, the act of the assistant is the aet 
of the district commissioner. 

Mr. DUNLAP. That is correct, sir. We are goings a little backw ard 
on this because the appellate procedure starts at the bottom and comes 
up. This is the final appeal. 
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The CuarrMan. It has come up from the bottom, I understand. 

Mr. Dun ap. Yes. 

The CuarrmMan. Now what I wanted to ask at that point is, What 
further remedy does the taxpayer have? 

Mr. Dun ap. He goes directly from here—if he cannot reach agree- 
ment here, the Government and the taxpayer cannot get together— 
his next appeal is to the Tax Court. That is no change, Senator; 
that is just what it is now. 

The CuairMaNn. No change; he goes to the Tax Court. 

Mr. Duntap. He goes to the Tax Court from our 12 appellate 
oflices now; under this he will have 25 appellate places, which is quite 
a boon to him. 

Under this Appellate Division is shown here a field office of the 
Appellate Division. That, in some cases, will be an actual field office 
with people working right out of the Conference Section here phys- 
ically present. That would be put in cities where the workload 
justifies it. 

On the other hand, where it doesn’t justify it, we can have travel- 
ing squads that will go out to various sections of the district to hold 
hearings where the taxpayer lives, just as soon as the docket justi- 
fies it. They wouldn't go out when one taxpayer appealed in that 
area, but when the case load builds up, for example to 10, the travel 
squad would go to the area and hold the hearings. That obviates 
the necessity and the expense for him to come to a central point. 

The Cuatrman. What effect does this plan have on the taxpayer's 
right to force the Government to bring a suit against him for taxes? 

Mr. Dunxar. It doesn’t obviate any taxpayer's rights. 

The Cuairman. It doesn’t bypass a trial by jury? 

Mr. Dunuar. No, sir. 

The Cuamman. It does not in any way? 

Mr. Dunuar. No, sir. 

The Cratmman. Let me ask a further question. Then, if on this 
district level the authorities rule adversely to the taxpayer, as they 
probably should do in many cases—but I am just getting the pro- 
cedure—when they rule adversely to the taxpayer, you say his only 
remedy then is to appeal to the Tax Court / ; 

Mr. Dunuap. Yes, sir; if he doesn’t want to sue in the district court 
or Court of Claims. 

The Crarmman. In the course of that appeal, in order to stay ex- 
ecution of levy upon his property, and so forth, and a forced sale for 
the taxes that the board or the assistant district commissioner has 
found is due, in order to stay process of the collection of that tax while 
he case is pending on appeal, he must pay the money into the Govern- 
ment and seek a return of it ? 

Mr. Duntar. No, sir. There is no assessment made as a result of 
that failure to get together until after the man’s case has been tried 
out through the courts, except in the cases of jeopardy assessment, 
which we frequently make in criminal and other fraud cases to protect 
the Government’s interest, or where the Government’s interest may be 
in jeopardy for other reasons, like a fellow figuring on leaving the 
United States or disposing of his assets and putting them under cover. 

The Cuarrman. I think the Government should be fully protected, 
particularly in the cases you now refer to. 
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Mr. Duntap. In all of the cases no assessment is ever made until 
the case has cleared its trial processes. 

The Cuatrman. After it clears it there and ruling has been made 
by the district commissioner or his assistant, is the tax then assessed ¢ 

Mr. Dunit Ap. No, sir; not until the court decides how much he owes. 

The Crarrman. It is not assessed or levied on his property or a 
lien cael on his property unless there is reason to do so to protect 
the Government’s interest in the case that he is trying to abscond or 
it is apparent there is a prima facie case of fraud 

Mr. Duntar. That is correct, sir. 

The Cuatrman. I wanted to get that clear 

Mr. Dunuap. That is absolutely correct. We never make an as- 
sessment in a normal case until the taxpayer has had full recourse 
to all his rights, and that includes his rights of appeal through the 
Tax Court or any other judicial process that may be involved in it. 
He might go on up from the Tax Court, as you know. 

The Cuarrman. One other question, and I think you have already 
established that procedure. There have been times in the past and 
prebably until recently—I may be in error about this—where at the 
lower levels, as you are now organized in administering the tax law, 
if a taxpayer was unhappy about the findings, he would seek at least 
and sometimes maybe succeed in coming to Washington, to the Wash- 
ington level, or to the Commissioner and having the case reviewed 
there. 

Is that procedure in effect now, and does this reorganization plan 
prohibit that ¢ 

Mr. Duntar. No, sir; we have settled no tax cases in Washington 
under our decentralized procedure since 1939. 

The Carman, You say you have settled none. Have you, after 
considering cases that are in progress against t: axpayers, issued orders 
from your office for the case to be settled on a certain basis / 

Mr. Dunuar. Our review process here in Washington reviews set- 
tlements coming from our internal revenue agent’s office and, if they 
are improper—— 

The CuamMan. I am talking about before the settlement is made. 

Mr. Duniar. No; except in an advisory capacity to the agents in 
charge. 

The Cuarrman. What do you mean by that? 

Mr. Dunuar. If the taxpayer and agent can’t get together, and if 
there is a question that is peculiar that the taxpayer and agent are 
in doubt about, they refer that case to Washington for the opinion of 
our review people here on this level. 

The Cuarman. All right. That is the way it is handled now / 

Mr. Dunuar. Yes, sir. 

The Cuatrman. Could they still be handled that way if this plan 
goes into effect ? 

Mr. Duntar. There would be no change in that. 

The Cuatrman. No change in that? 

Mr. Duntap. No, sir. 

The Cuatrman. If this agency—if the assistant commissioner under 
the district commissioner, if he makes a finding, then the taxpayer can 
come to you for review ? 

Mr. Duntar. Not the taxpayer. 

94648—52——-8 
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The Cuairman. Not the taxpayer? 

Mr. Dunuap. No, sir. These people here, our field people, have to 
agree that they want to send it to the Commissioner for his decision. 

The CuarrMan. ‘That they want to send it? 

Mr. Dunuar. Yes. It is a question of such a nature that it is 
peculiar, they have never bumped into it before, there is room for 
argument all the way around, it may have come up in other parts of 
the United States but never here. Then they send that up for the 
Commissioner to decide, but it must be this fellow’s decision. 

The Cuamman. The point 1 am making is that the right of the tax- 
payer to get the higher level review is subject to the consent and will- 
ingness of the district commissioner or his assistant. 

Mr. Dunxtapr. And he would not consent except where that case is 
different or peculiar from any other type of case that has come up; 
where the ruling is in point, he knows what the Bureau is going to say. 
That is as it isnow. There is no change. 

The Cuarrman. There is no change / 

Mr. Duntap. No. 

The CuHarrMan. On cases that have come to you under the present 
operation of the system where there was a pec uliarity of circumstances 
and issues involved, that there was no precedent for the lower echelon 
to follow? 

Mr. Duntap. That is right. 

The Carman. All right; you may proceed. 

Mr. Dunuar. The fourth assistant is the administrative assistant 
who handles all budget and fiscal problems and operations within 
the Bureau, including the preparation and payment of payrolls. He 
has the personnel branch that handles all personnel files and personnel 
matters within the district. 

He has a central files branch, where, after the returns have served 
their purpose in the field and examinations and all such matters are 
through and they have been accepted as correct, are filed. There is 
another opportunity for considerable economies because you centralize 
those files. You know, we have to keep them until limitations run. 
After they are through in the field, all you have to do is let them set for 
6 years. You seldom touch them, but they are stored all over the 
country in different places. Under this plan, those returns, after they 
have served their purpose in the field, are centralized in one place 
rather than many scattered offices. 

He also has a training branch, which we think is vital. It is an 
enlargement over our present plan training. We have instructors in 
the field now in certain offices, but we feel that the complete and thor- 
ough training of our people in all echelons is material. They need 
training that they are not now getting. They need it brought up to 
date. They need people constantly going around to see that they are 
properly trained and holding schools for the different type people in 
our various field offices. 

They need training in the proper handling of taxpayers and in 
administrative procedures in addition to the training they get in in- 
come-tax law and corporation law and things of that kind. 

So that we feel this is a big step forward to allow us to put these 
training people out in the field where they are in close and constant 
contact and can supervise the training of our people right on the 


eroun 
people 
relatic 
operat 
The 
laneou 
tistics 
passin 
statist 
need. 
We 
stock1 
that. 
The 
activi 
dist ri 
seven 
It | 
to hin 
servl¢ 
bility 
contr 
W! 
youd 
orgal 
the lo 
Yo 
inspe 
to ch 
we ta 
Com 
Th 
Mr 
some 
Th 
indic 
Mr 
of in: 
Th 
Mi 
ever) 
office 
com! 
Tl 
brok 


Com 
Tl 
nal | 





REORGANIZATION PLAN NO. 1 OF 1952 109 


ground level. We think it will be of material assistance to our 
people and also will result in a much closer and more understanding 
relationship with the public even than we now have, when it is in full 
operation. 

The other section he has under him is just what is says, miscel- 
laneous services and statistics branch. We have to provide the sta- 
tistics upon which the Congress depends for its economic data in 
passing tax laws and appropriations and things of that kind and the 
statistics on tax collections which all branches of the Government 
need. 

We also have there the Miscellaneous Services Unit. ‘That is, the 
stockroom and operations of the switchboards and such services 
that. That is what that block is, just what it says. 

The benefit of this district set-up, I repeat, is that it consolidates 
activities in one place so that the taxpayer can go to one place in that 
district and get the answer to his question rather than having to go to 
seven separate offices as he does now. 

It brings his conference procedure for disputed cases much closer 
to him—in fact, brings it right down to his home district, where that 
service may not be available now and, of course, it pinpoints responsi- 
bility right in the people who are performing those specific jobs. The 
control is much tighter. 

When you have tight control, I repeat what I said last Wednesday, 
you do away with a lot of the temptations that now exist. In any tight 
organization, any well-supervised organization, you just don’t have 
the looseness which permits certain things to happen. 

You have here on a level with the district commissioner a chief 
inspector. That man has no connection with these offices other than 
to check their personnel and their operations, as we described when, 
we talked about the whole service. He reports directly to the Assistant 
Commissioner in charge of the Inspection Service. 

The CuatrmMan. He doesn’t report to the district commissioner? 

Mr. Duntapr. No, sir: he does not report to him. Now, if he finds 
something wrong within that district— 

The CuatmrMan. So, we may understand the chart, the broken line 
indicates what, as distinguished from a solid line? 

Mr. Duntar. The broken line, sir, merely indicates that is his area 
of inspection. 

The CHarrmMan. The area of inspection ? 

Mr. Duntar. Yes; the chief inspector is responsible for inspecting 
everything within this whole area. The line comes to this district 
office and as well goes down here to the offices of the de puty district 
commissioners and their field offices. 

The CHarrMan,. I wanted to be sure in underst: — the chart the 
broken line indicates jurisdiction or area = work; whereas the solid 
line extends to the Assistant Commissioner or Secretary. 

Mr. Duntapr. Yes, sir. 

The CHarrmMan. Does that go to the Secretary or to you? 

Mr. Dunuar. This line from this office goes straight to the Assistant 
Commissioner in charge of the Inspection Service. 

The Cuarrman. Who is directly under the Commissioner of Inter- 
nal Revenue? 
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Mr. Duntap. That is right. He is the officer upon whom the Com- 
missioner will depend to see that the operations in all those offices 
are proper and the employees conduct themselves properly. 

The district commissioner also has a legal staff appropriate to his 


level. There again he is the attorney for the district commissioner 


and will pass on all legal matters at the district commissioner's level. 
He will have there the attorneys who give final decisions on such mat- 
ters as prosecution of fraud cases, whether they will be recommended 
for prosecution or not, and with whom conferences of that nature 
will be held. 

He will also see that this trial branch is staffed with competent 
attorneys to defend our cases or to carry on our cases in the Tax Court. 

The CuHatrmMan. Will they all be civil service / 

Mr. Dunuapr. Yes, sir. So, you see, this district commissioner’s 
oflice isn’t a truly new function. It is a combination of all of the 
services we give above the collectors’ level at the present time into one 
simplified office under one man, which allows us to control and super- 
vise their activities much better, and which will allow simplificatjons 
throughout, both to the benefit of the Government and to the benefit of 
the taxpayer. 

The CHarrman. It is actually a reorganization of what already 
exists so as to streamline it and make it more responsive to the actual 
needs for efficient administration ¢ 

Mr. Duntar. You are exactly right. 

The CHatrrmMan. That is what you are saying ¢ 

Mr. Dunuar. That is right. 

The CuarrMan. I am not questioning it; I am just trying to make 
it emphatic for the record. 

Mr. Dunwap. That is correct. Now, the public really gains more 
advantage through the office shown on the following chart than from 
anything else. 

The CHARMAN. Just before you leave that chart, there is one further 
question Iam concerned about. Let’s take a small taxpayer, compara- 
tively, out in the field. We will call him a small-business man. He 
files his return; that is checked, and there is doubt about it. Accord- 
ing to the field man who inspects it and confers with him, et cetera, he 
finds that he owes an additional $10,000 in taxes for a given year. 

The taxpayer is sincere about it. He thinks the deductions he has 
made or the expenses he has charged, et cetera, that he is entitled to 
them, but the field man who makes the inspection rules against. him. 

Then he takes it through whatever the processes are and finally gets 
up to the level of the assistant district commissioner, where again the 
commissioner or assistant district commissioner rules against him. 
There is $10,000 involved, which is probably regarded as a small 
amount of tax, but to the small-business man it may be a large amount 
of tax. 

Now, if the assistant commissioner rules against him, the assistant 
district commissioner, then his only recourse from that is to appeal 
to the Tax Court: is that correct ¢ 

Mr. Dun ap. That is correct, unless he wanted to go to the district 
court or Court of Claims. 

The CuatrmMan. Now, we propose by this plan to place the jurisdic- 
tion of almost life and death over the small-business man in a civil- 
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service appointee who has judicial power to determine whether that 
taxpayer owes that money or not; is that correct ¢ 

Mr. Duntap. This plan is not new in that regard. That is where 
it is now. 

The Cuairman. I am not saying that, but it does do that; doesn’t 
it? 

Mr. Dunutap. Yes, sir; but, as I say, it isno change. That is where 
it isnow. I might say that the level of the employee—— 

The Cuarman. There is a change in this: That your tax collee- 
tors are confirmed now by the Senate. 

Mr. Du NLAP. Yes, sir. 

The Cuarrman. Whereas you propose to remove that confirmation 
and place a judicial power in a civil-service appointee. 

Mr. Dunuar. Yes, sir; but under the present system, Senator, col- 
lectors of internal revenue settle no tax cases. 

The CHAIRMAN. [I underst: and, but those higher are also confirmed. 
Even your Chief Counsel is now confirmed. And others he has to 
deal with are confirmed by the Senate, just like the judiciary is con- 
firmed by the Senate. You propose to remove that. 

Mr. Dunuap. But, sir, the final settlement of tax cases since 1939 
has been vested in the heads of our appellate staffs, 12 oflices over the 
country, and has been since that date, and they are all civil-service 
people, every one of them. 

The CHatrman. But the man who is at the top of them is a presi- 
dential appointee who is confirmed by the Senate. 

Mr. DuNLAP. Without power to upset their dee ‘IslOn. 

The Carman. I don’t know about that. I am pretty well per- 
suaded that civil-service employees and those who have civil-service 
status remain human and take orders from their superiors, and I 
don’t believe you can refute it. 

Mr. Duntar. The Commissioner does not upset the decisions of the 
appell: ite staff under the present plan. 

The Cuatrman. All right. you may proceed. 

Senator Dworsuak. Mr. Chairman. 

The CuarrMan. Senator Dworshak. 

Senator DworsHak. Under this proposed reorganization, will there 
be an increase or a decrease in the number of offices, both for adminis- 
trative purposes and for collection purposes, as compared with the 
¢xisting set-up ¢ 

Mr. Dunuap. Let us say this. When you say “offices,” let’s clarify 
the term. Say we have three offices in a town that handle three dif- 
ferent lines of our business. Under the new plan, there would only 
be one office in that town. So, to that extent, it does reduce the num- 
ber of offices, but it does not reduce the number of geographical loca- 
tions where our offices are. 

Senator DworsHak. You maintain offices in every community or 
city where you have them now ¢ ' 

Mr. Duniap. That ts right, sir. Another advantage of this plan, 
as I will show on the next chart, is that all these various small offices 
in one town can be brought under one roof. 

Senator UNperwoop. Mr. Chairman. 

The CxHatrman. Senator Underwood. 
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Senator Unprrwoop. On the training program you referred to, 
would that be confined to technical training in tax collection or to 
training of a different nature? The reason I ask that question is this. 

Recently I have had my attention called to a number of places 
where civil-service employees were not aca by their supe- 
riors for pretone because they said they had not had the well-rounded 
experience or the business experience or the experience in dealing with 
the public or handling men that qui alified them for those positions. 

Would you undertake a general program for training and experi- 
ence of men in the service to qualify them for managerial and executive 
pos itions ¢ 

Mr. Duntap. Yes, for the next higher position. That would be the 
goal, to qualify them for promotion for the next higher position all 
down the line and come on through the chain of command. 

Senator DworsHak. Under this plan you will have 25 district com- 
missioners and 70 deputy district commissione rs, as compare ed to 64 
collectors. Can you recone ile that difference 

Mr. Dunuap. That is up to 25 and up to 70. There is where our 
elasticity comes in; so that, as the population centers shift and popu- 
lation grows and tax loads and problems in different parts of the 
country change, you can make those adjustinents and mereases with- 

ut coming back to the Congress and going into it. 

Senator DworsHak. Under the ses you probably will have a 
de pr ity district commissioner where you do not now have a collector: 
is that right ? 

Mr. Duniar. Under the present plan that is possible: that we 
would expand our services. Our present thinking is, of course, there 
would be 64 to begin with and then we would have authority to expand 
them as economic conditions justified. 

Senator DworsHak, ae four deputy district commissioners ? 

Mr. Dunnap. Yes. sir: that is the next chart. 

Senator SMITH. Mr. Chairman. 

The CiHatrMan. Senator Smith. 

Senator SmirH. Mr. Commissioner, will you tell us what the mem- 
bers of the legal staff get for salaries? 

Mr. Duniap. That varies. The highest that any member can get 
now is $14,800. That is tops in civil service. They run down the line 
from there, down to the beginning grade, which I believe is a GS-7 
They come in and they can go right on up. 

The Cuamman. They are actu: ally better paid than a United States 
Senator—aren’t they ?—when you take into account the expense 4 

Mr. Dunvar. Only the top man. 

Senator Smiru. I would suggest that the salaries be included in the 

for all of the top people for our consideration, if that can be 


tary SNYDER. You mean the present salaries ¢ 
itor Smiru. I was thinking of the proposed salaries. 
Secretary Snyper. That is up to the Civil Service. They have to 


dete} mine those, 


* SMITH. ‘I he present would vive us something to be fulided 
ving to see whether these people were sufficiently paid. 

an vou, Mr. Commissioner, submit to us a general 

ch, in your judgment, would apply to these 
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positions? You might have to confer with Civil Service about it; 
but, while it might not be completely accurate, you know generally 
what grade you expect those positions to have. Let’s say like the 
district commissioner—— 

Mr. Duntav. We know what we hope. We will be trying to guess 
what the Civil Service Commission will decide, but we hope to pay 
them the highest salaries the civil-service laws will let us. 

The Ciairnman. What would that be / 

Mr. Dt NLAP. We hope we can get the district commissioner estab- 
lished at grade 18. 

The Cuamman. Grade 18. And what would that pay ? 

Mr. DuNuap. 314,800. 

The Cuarrman. $14,800. I thought you mentioned $14,800 for the 
legal staff a moment ago. 

Mr. Dunuar. That is a grade 18, and you don't find those except 
on the bureau level. The three Assistant Commissioners and the at- 
torney would be at that level. 

The CnatrmMan. That is how much / 

Mr. Dunuiarv. $14,800. 

The Cuarrman. That would be the three Assistant Commissioners 4 

Mr. Dunuar. And the chief counsel. 

The CuatrmMan. And the chief counsel ? 

Mr. Dunuar. Yes, sir. 

The Cuamman. There would be four on that level ? 

Mr. Duntap. Yes, sir. 

The CuatrmMan. I believe you could submit to us a statement giving 
us that general information. Is that what you want, Senator Smith ‘ 

Senator Smiru. Yes: that is a pretty important branch of the Gov 
ernment, and I am wondering if we are planning to pay enough to 
serve as an incentive to have the right people connected with it. I] 
feel it is probably the most important that we have. 

Mr. Duntar. We are gratified to know that you feel that way, 
Senator, and we will be happy to furnish you our hope of what the 
civil service will give us. 

Senator Smiru. With that will you have someone provide the figures 
regarding what the civil service does pay for the type of work that 
thes are doing? 

Mr. Duntar. The present salaries ? 

Senator Smiru. Yes. 

Mr. Dunuarv. Yes. 

(The document referred to above is as follows :) 


SALARIES WHICH THE BUREAU OF INTERNAL REVENUE Expects To REQUEST OF THE 
Crv1iL SERVICE COMMISSION IN THE SUPERGRADE AREAS UNDER THE REORGANIZA 
TION PLAN AND THE SALARIES Now Berne PAtip UNper Civit Segvice RULES TO 
Vakious REVENUE SERVICE OFFICIALS 


The recommendations of the Treasury Department with respect to the com- 
pensation to be paid to the officials under the reorganized Bureau of Internal 
Revenue will be in accordance with the President’s announced intention to make 
the Bureau “a blue ribbon civil service career organization.’ The recommenda- 
tions will also be guided by the statement of the President, made in announcing 
the plan, that one of the major changes which will be made by the reorganiza 
tion plan will be: “More adequate salaries will be paid to officials responsible for 
administering the revenne service. We must try to obtain and hold the services 
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of the best qualified persons in this highly intricate and technical field of 
government.” 

Upon the basis of the above and the scope of the responsibilities involved in 
the operation of the reorganized Revenue Bureau, it is expected that the recoin- 
mendations to the Civil Service Commission for positions to be classified above 
grade GS-15 will be along the following lines: 

The positions of district commissioners, which Reorganization Plan No. 1 of 
19% authorizes not exceeding 25 in number, will be recommended for grade 
GS-18 ($14,800 per annum). Reorganization Plan No. 1 also authorizes 70 
other positions in the field service at grades above GS-15. It is expected that 
the department will recommend to the Civil Service Commission that the 70 
positions be assigned to grade GS-17 ($18,000 to $13,S00 per annum) or grade 
GS-16 ($12,000 to $12,800 per annum) and allocated for the most part to the 
deputy district commissioner positions (which will replace the existing collec 
tors’ offices, in addition to taking on other functions), and the balance of such 
70 positions allocated among the most important of the following: District 
counsel, chief inspector, and assistant district commissioner, 

There are no positions above GS-15 in the present field service of the Revenue 
Service. It is not possible to make any clear comparisons by positions between 
present and prop sed salary levels in the field service because the present and 
proposed top level] positions are not comparable. For example, the present table 
of organization for the Bureau does not contain a field position with as great 
a responsibility as the proposed position of district commissioner. As another 
illustration, the proposed deputy district commissioner position will substantially 
take over the functions now being performed in the field by the internal-revenue 
agents, special agents, and the collector of internal revenue. 

In the Bureau headquarters in Washington, D. C.. the plan authorizes the fol- 
lowing new offices, all of which will be recommended for grade GS-18: Chief 
Counsel, Assistant Commissioner (technical), Assistant Commissioner (opera- 
tions), Assistant Commissioner (inspection). Under the present organization 
the Chief Counsel's position is in grade GS-18. The authority and responsibility 
of the Assistant Commissioners under the proposed reorganization will be con- 
siderably greater than those of the present two Assistant Commissioners whose 
positions are now classified in grade GS-17. 

Under the present organization the Bureau also has three Assistant Chief 
Counsel positions, four Deputy Commissioner positions, four head of division 
or equivalent positions, and an Assistant to the Commissioner position in grade 
GS-16. Under the proposed reorganization it is expected that in view of the 
continuing and increased responsibilities involved in many of the headquarter 
positions at the Washington level an equivalent number of positions in grade 
GS-17 or grade GS-16 will be recommended from among the following offices: 
Assistant Chief Counsels, staff assistants to the Assistant Commissioners, Assist- 
ant to the Commissioner, and assistant head, management staff 


Senator Unperwoop. Mr. Dunlap, your general idea is, insofar 
as possible, to promote those who are already in the service, to give 
them in-service training and to promote them by possibly a noncom- 
petitive examination on appointment from a classified civil service 
status? 

Mr. Duntar. That is right, promotion from within. 

Senator Unperwoop. Then eventually your service would be so 
there wouldn’t be anybody in it at all that hadn’t started at the lower 
level in the civil service; is that correct? That is, except the Com- 
missioner ¢ 

Mr. Duntap. That would be the ideal situation if we could bring 
in our people at the field level with the proper qualifications—and 
most of our people coming in at the field level in the agents branch 
and deputy collectors bri anch are university graduates. They possess 
full qualifications. 

The Cuarrman. Is that the only qualification ? 

Mr. Duntar. No, I am only telling you we are getting that high- 
type personnel. 

Senator Unperwoop. Don’t you think there would be times and 
places where you would need men with practical business experience 
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who had probably tried to run a business on borrowed money or had 
that experience? 

Mr. Dunuapr. Yes. 

Senator Unperwoop. Would you have any of those in the service 
except the Commissioner ¢ 

Mr. Duntap. You will find that the big place for those is in our 
budget and fiscal management set-up, not in our technical services. 
Usually our technical people have come in after a vast experience in 
tax work. They gain it from the ground up. But in our management 
and fiscal levels, and in our planning and training divisions, and all 
that business, yes, you find the people brought in with a wide business 
experience are invaluable. 

Senator Dworsuak. Section 3 of the plan reads as follows: 


Appointments and compensation: Each Assistant Commissioner and district 


commissioner, Assistant General Counsel, and each other officer provided for 
) 


in section 2 of this reorganization plan shall be appointed by the Secretary of 
the Treasury under the classified civil service and shall receive compensation 
which shall be fixed from time to time pursuant to the classification laws as 
now or hereafter amended, except that the compensation may be fixed without 
regard to the numerical limitations on positions set forth in section 505 of the 
Classification Act of 1949. 

Can you clarify that ? 

Mr. Dunuar. Yes,sir. Under the act, the provisions of the act from 
which we are being excepted, the Congress provided that in the super 
grades—16, 17, and 18—there should only be 400 in the entire Govern- 
ment service at one time. This gives us, I believe, 99 positions over 
and above that, so that we could put those higher grades into opera- 
tion in our field service. That is the effect. 

Senator DworsuaKk. Only 400 of those positions throughout the 
entire Federal service / 

Mr. Dunuap. Yes, sin 

Senator Dworsnak. But under this plan you would exempt your 
99 from that restriction / 

Mr. Duntar. No, sir: we would get 99. 

Senator Dworsnak. In addition to the 4007 

Mr. Dunuap. That is right. 

Senator Dworsuak. In other words, there would be 499 such 
positions / 

Mr. Dunuar. In the entire country. 

Senator Dworsuak. Instead of 400? 

Mr. Dun ar. Super grades, they are called super grades. This 
has the etfect of adding 99 to that 400 for the benefit of the internal 
revenue service. 

Senator Dworsuak. That would give you a preferred status; 
wouldn’t it? 

Mr. Dunuap. Sir? 

Senator Dworsuak. That would give you a preferred status; 
wouldn't it, with all the other Federal agencies and bureaus? 

Mr. Duntap. Well, I think you will find there have been other 
exceptions made to it. Iam not familiar with all of them, but as the 
emergency has gone along, I am sure that other agencies have come to 
the Congress and gotten the necessary authority so they could get the 
kind of people they wanted. , 

I am told that about 400 other positions have been exce pted since 
the original act was passed. 
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Senator Dworsiak. Thank you. 

Mr. Dunuar. I know we haven’t been concerned in it, so I didn’t 
have that information. 

The Cramman. Before we pass to the next chart, may I ask—I 
think it is the proper place to inquire about it—may I ask if these 
districts, these 25 ilistricts, or whatever number you have in mind 
immediately, have already been identified. Do you have your plans 
with respect to them, where you can show us a chart of those, ‘their 

respective areas, so we will understand what is going to happen 
immediately ? 

Mr. Duntar. They have not been definitely decided. We have a 
chart which we can show you which is a chart, one line of thinking, 
but they have not been firmed up because we are still analyzing the 
workload, the population areas, the routes of communication, all over 
the country before we fin: ally firm up on the boundaries of those dis- 
tricts; but we have a map of the United States which we have used 
for illustration. 

The Cuarrman. Will you be able to supply to this committee in 
the course of these hearings a firmed-up and definite plan as to these 
districts and their respective areas / 

Mr. Duntar. I believe it is going to be at least another 10 days 
before we get a final answer on some of the statistics we are getting 
together to help us make up our minds. 

The CHarrman. If you can do it within 20 days, I think that time 
will be available to us. 

Mr. Dunuar. I believe we can do it in 20 days. 

Secretary Snyper. We will try to. 

The Cuarrman. I would ask that you do that. I think we should 
have all of the information that is possible for us to have. 

Mr. Dunnap. We are most happy to furnish it, sir. 

The Chairman. I can appreciate plainly it isn’t firmed up yet, and 
there are different studies being made. I don’t mean you must do it, 
but if it is possible for you to do so, the committee would like to have 
that information. 

Mr. Dunuar. I think it will be entirely possible to do it and we will 
be glad to do it. 

(See letter, p. 140, and map, p. 138.) 

Senator Unprerwoop. Mr. Chairman. 

The Cratrman. Senator Underwood. 

Senator Unperwoop. You have a map in the hearings? 

Mr. Dunuar. That is the map I am going to show you a little later, 
and it is a possibility, but it is not firm. 

Senator Smiru. Mr. Chairman. 

The CHamMan. Senator Smith. 

Senator Smirn. What is the turn-over in top personnel in the Bu- 
reau of Internal Revenue? 

Mr. Duntap. Our personnel has had a pretty heavy turn-over 
during these war years, the emergency years, and what it is on the 
various levels, I am unable to say. 

Senator Smirn. I didn’t want it specifically. I wondered what the 
situation was and what you feel is the cause of the turn-over. 

Mr, Duntar. Of course, Senator Smith, we have always had this 
problem with us, that as our men in the service, particularly our field 
men, become experienced in tax law and in tax procedures, they leave 
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the service and either go in business for themselves or go with other law 
or accounting firms. ‘Tt is a constant problem to us to keep our people 
and, of course, those people always want to hire our best men. ‘That 
is one of the headaches that we have, and have always had, and I guess 
always will, though we attempt as best we can through our promotion 
policies to keep as many of them as we possibly can. 

Senator Smrru. Higher salaries wouldn’t correct that altogether, 
would it ? 

Mr. Dunnar. It would help some of it, of course. It probably would 
not entirely correct it because m: iny of these boys are p ene y ambitious ; 
they are interested in their fields; a lot of them have law degrees; 
a lot of them have c. p. a.’s, and their natural human ambition leads 
them to want to go out on their own when they think they are qualified. 

Senator Dworsuak. What would be the number of personne lin the 
district offices of the Bureau under the plan as compares with the 
existing set-up ¢ 

Mr. Duntar. Compared with what ? 

Senator Dworsuakx. With what you have at the present time. 

Mr. Duntar. I don’t anticipate that there would be a material dif- 
ference at the present time. There again we cannot tell definitely what 
the effect is going to be because when you bring a number of offices 
together into one office, the economies are apparent, but we cannot 
tell you except that it is an avenue for economy. 

At the present time I don’t see how we can take on the additional 
burden of new laws with our present staff. We are asking for addi- 
tional personnel regardless of this plan. 

Senator Dworsuak. That doesn’t necessarily mean you must have 
those employees in Washington. You can have them in the field? 

Mr. Dunuapr. No, sir; they are in the field, the ones we are ask- 
ing for. 

Senator Dworsuak. Do you think this plan will result in an increase 
in personnel in the District / 

Mr. Duntar. Notasa result of the plan. We will have to have more 
people as a result of our added workload. For instance, the various 
laws adopted in the last session of the Congress. Any time you in- 
crease the tax rates, vou increase our administrative burden in at- 
tempting to collect. Of course, the various provisions, such as the 
Excess Profits Tax Act and the gambling tax will increase our work- 
load. That is why I say a personnel guess is almost impossible. 

Senator Smrrx. How current can you keep on checking returns? 

Mr. Duntap. We can keep fairly current on the volume that we can 
handle. You know one internal-revenue agent can’t check but a cer- 
tain number of returns on the average, year in and year out. So the 
number of returns we can select for examination depends on the 
number of people we have. 

Senator Smrrn. You never do have enough people to keep it up 
to date? 

Mr. Dunwar. I haven't seen that situation in the 18 vears I have 
been in the service. We have always been short. 

Senator Smiti. Do you keep up within 2 years? 

Mr. Duntar. Our goal is to try to keep up and complete all our 
examinations within a year after the returns are sent out for audit. 
We always run behind. You are a year behind before you start, and 
then it takes about 7 or 8 months to do all the accounting and statistical 
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work that has to be done with them before a field man has access to 
them. We try to estimate our workload accordingly, but the number 
we examine will depend on the complexity of the laws that are in- 
volved. 

For instance, when you added the new Excess Profits Tax Act to us, 
you slowed down the work of our internal-revenue agents 10 percent. 
So those things all have to be taken into account when we estimate 
how many returns we can handle in a year. 

Senator Smrru. Those people very much pay for themselves, don’t 
they / 

Mr. Dunuar. My goodness, yes. They more than pay for them- 
selves. One internal-revenue agent, paid approximately $4,800, will 
bring in $184,000 average during the year in additional taxes. 

The CuatrmMan. Mr. “Dunlap, how are those returns selected, the 
ones that you make the special investigation on 

Mr. Dunwap. By various and sundry means. We ran an audit- 
control program in the Bureau for the last 3 years, which indicated 
the kinds of returns we should examine, and then there are certain 
returns that are required to be examined. For instance, corporations 
above a certain size must be examined. We have a crew of specialists 
who are highly experienced in such matters go through all the other 
returns and look at every return and pick out the ones that appear to 
need an eXamination. 

The pitiful thing about that is they must turn over a lot of returns 
we know should be examined, but we simply haven’t had the man- 
power to do it. 

The CuammMan. I can appreciate that. I think it is maybe about 
20 percent. Is that correct? Or 15 percent that are actually in- 
vestigated ? 

Mr. Dunuap. Yes. 

The CHatrmMan. To some extent. I don’t mean necessarily that 
there is a complete field investigation on them, but to some extent 
they are examined, not just for accuracy in calculation but to deter- 
mine whether there is a possible evasion or lack of full accounting. 

Mr. Dunuar. Now, taking all of the returns, statistics don’t mean 
gnything; but, taking the total number of returns filed as against the 
total number that we examine, the percentage is very small, 3 to 5 
percent. But then you understand that included in that tremendous 
volume are a number of returns that don’t need examination, the ones 
where the documents are attached and the collector calculates the 
liability. In certain fields we examine a hundred percent; we are 
required to do so by law. 

The Cnatmrman,. Let me ask two or three other questions along that 
line. It is not directly pertinent to this plan, but, since we are mak- 
ing a record on the plan and on the present system—you say there are 
various means of selecting these particular returns that you make 
an investigation on—I should like to inquire whether investigations 
are made of a particular taxpayer by reason of a complaint made by 
another citizen to your Bureau. 

Mr. Dunuap. Yes; quite often. In other words, we get a lot of in- 
formation, a lot of letters and everything else of that nature, which 
we feel we would be derelict if we didn’t run down. We get thou- 
sands of them every year. 
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The Cuatrman. What I am trying to determine is, sometimes when 
an investigation is made of some taxpayer he takes the position that 
somebody had him investigated whom he identifies and says, “I know 
So-and-So caused me to be investigated.” 

Would that be true in many instances ¢ 

Mr. Dunuap. Well, instances where he would have any informa- 
tion to that effect would be very, very rare, because under our regula- 
tions no taxpaper is ever told why his return is under examination. 

The Cuarrman. I understand. But what I wanted to clear up is 
that where you investigate a taxpayer's return on the assumption 
that possibly there is something wrong with it and there is evasion 
of taxes or withholding or substantial error, whatever the reason may 
be, there are different ways of arriving at the conclusion that this 
particular return should be investigated. 

Mr. Duntap. That is right. 

The Cuarrman. There are some instances where they investigate it 
based on a report that comes to you, maybe from other citizens, that 
there is a withholding of tax or something about it that should be 
looked into. 

Mr. Dunuap. Yes, sir; there is. 

The Cuairman. So if a United States Senator should call your at- 
tention to a particular case that he thought should be investigated, 
or a Member of Congress, you might then respond and make the 
investigation ? 

Mr. Duntap. Yes, sir. 

The Cuamman. I just wanted to get that clear in the record. I 
don’t believe you have any record of my ever having asked you to 
investigate any of my constituents, have you ? 

Mr. Duniap. Not to my knowledge. 

The Cuarrman. You may proceed. I don’t want some of these 
people from Arkansas whom you investigated to say I caused them 
to be investigated. 

Mr. Dunuap. I‘understood the Senator. 

The next chart shows the deputy district commissioner’s office. This 
to me is the most interesting development this plan will permit, be- 
cause this is where the taxpayer benefits most; and that is something, 
of course, in the Bureau we are always striving for—ways and means 
to make his burden just a little easier. 

The impression has been created that these 25 district commissioners 
we just finished talking about replace what you know as collectors. 
That isn’t so. These people replace them. 

The Cramman, I think there is a misapprehension in this; at least 
there was in the beginning when the plan was first submitted. 

Mr. Dunuar. That is right. 

The Cuarrman. But I think that is thoroughly clear now, and J 
think we understand it; but, of course, we want an explanation of 
the chart. 

Mr. Dun ap. Senator, if you could see my mail every day, you would 
see the reason I say that. People are writing in from all over the 
country, thinking that the 25 offices are taking the place of the 64 
collectors. But we are clarifying that as fast as we can. 

(The chart being referred to by Mr. Dunlap is as follows :) 
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Mr. Dunuar. This man, the deputy district commissioner, takes the 
place of the collector. He will have under him the facilities which 
will enable him to do what the collector is doing now plus even larger 
services throughout his district. He will be the only internal-revenue 
representative in that district, his offices standing in place of the 
various little scattered oflices of the agents in charge, special agents 
in charge, and others which are now scattered throughout each dis- 
trict. Their functions will be consolidated under his offices. 

Senator Unperwoop. Mr. Chairman. 

The CuarrmMan. Senator Underwood. 

Senator Unperwoop. Mr. Ramspeck was here yesterday and said 
that the Civil Service Commission had agreed to confine the area of 
ap plication for appointment to deputy district commissioner to the 
area which the office serves. Do you agree with that / 

Mr. Dunuar. Yes, sir. The only thing I said Wednesday is that he 
would be the man to set the poli cy and we would certainly agree to it. 

Secretary Snyper. Mr. Chairman and gentlemen, Mr. Ramspeck 
and I agreed on that after our session with you here the other day. 
We discussed that. 

Senator Unprerwoop. I believe that eliminates the biggest objection 
I have heard to the plan. 

Secretary Snyper. We stated on Wednesday that the Commission 
had not made a determination at that time. Immediately following 
that session with you the other day when I was here, I talked with 
Mr. Ramspeck, and that was settled, and he said he would so report it 
to this committee. 

The Cuairnman. He did, Mr. Secretary. He stated that he had con- 
ferred with other members of the Commission and they had agreed 
that they would administer it that way. The only problem about it is, 
this Commission might do it that way, and another might change th 
rules. 

But, as long as the Civil Service Commission remains as it is, I am 
sure that every member of this committee and of the Congress, for 
that matter, would take Mr. Ramspeck’s word with full credit. 

Secretary Snyper. The Treasury will go on record as endorsing 
that procedure for what weight that would bear. 

Senator Dworsuak. That is a departure from the testimony of the 
first day. 

Secretary Snyper. Not intentionally. I don’t think there was ever 
any intention to be conveyed that we were recommending anything 
other than that. I didn’t even talk about it before the committee. 1 
certainly would never have led the committee to believe that I was 
recommending any other course than that which we are talking about. 

Senator Dworsnak. I got the impression it might be possible to 
transfer a deputy commissioner from one State across the country. 

Secretary Snyper. That is not what we are talking about now, Sen- 
ator. Weare talking about the appointment. When we go to replace 
these collectors with the deputy district commissioners, the examma- 
tions will be held within that district and the appointments within 
that district initially. 

Senator DworsHak. That wouldn't prevent subsequent transfers 
from one State or from one office to another. 

Secretary Snyper. No, sir. 
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The Cuatrman. That is what you term rotation ? 

Secretary Snyper. That would be an authority. It wouldn’t neces- 
sarily mean a procedure. 

Mr. Dunuap. It would more affect this Chief Inspector up here 
[pointing ] than anybody else. 

The Cuatrman. Let’s see about that. We have been satisfied that, 
so long as the present Civil Service Commission remains as is and the 
present Secretary of the Treasury continues in his position, that would 
be the procedure for getting the mitial eligible for deputy district 
commissioner. 

But, as to the rotation, there is nothing about the rotation proposal 
that has been changed. _ take, for example, any given deputy 
commissioner’s district. I don’t know any other way to describe 
it on the chart you have there before you, but generally it would be 
the same area now served by a collector ? 

Mr. Dunuap. That is right. 

The Cuamman. To fill that place initially, if you did not appoint 
someone in the career service, which you could do without calling for 
a civil-service examination and a list of eligibles; but, if you did call 
for such examination, the examination would be confined to citizens 
in the area to be served in accordance with assurances given this com- 
mittee by the Chairman of the Civil Service Commission. 

Now, once the position is filled in this State or in this area, once 
the deputy district commissioner's position is filled and some vacancy 
occurs that would entitle him to promotion or if a vacancy occurs 
by death, resignation, or removal, then you could under the rotation 
system transfer the deputy district commissioner from some other 
district to this district, who is and has not been a citizen of the area to 
be served. You can do that under the rotation system. 

Mr. Duntap. Legally; yes, we could. 

The CuatrmMan. Legally you could. 

Secretary SNYDER. That is true of : any civil servant. 

Mr. Dunuap. That is true of any civil-service employee. 

The Carman. I am sure that is true with any civil-service em- 
ployee, but it is not true under the present system. 

Mr. Duntap. Only insofar as collectors are concerned ; yes, sir. 

Senator Unperwoop. It is not true in the post office, because the 
postmaster must resign. 

The Cuamman. That is under special law, but under this system 
they can transfer rural mail carriers from one office to another. 

Senator Unperwoop. You have to live in the post-office district. 

The Cuatmrman. Proceed. 

Mr. Dunuar. This deputy district commissioner, as I said, is the up 
to 70 jobs mentioned in the President’s plan. That provides for the 
elasticity in our plan. He will have with him a legal staff which is 
appropriate to his level to help him with the legal problems that come 
up, that any office like that has, such as the filing of release of tax liens 
and things of that kind. It will be a small legal staff of whatever 
size is necessary for the district. 

Then under him he would have also various administrative assist- 
ants to help him perform his duties. He would perform for the pub- 
lic everything that is now performed for them within his district plus 
certain services which are not now available to them, as I will show you 
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as we go down here. He will have, of course, a cashier’s division where 
the people come and file and pay their income and other taxes, just as 
they donow. There is no difference now. He would have under him 
an enforcement division. ‘These are the people who actually do the 
field work on examination of returns and enforcement of the tax laws. 
This man would have groups under him, one group specializing en- 
tirely in the collection of delinquent taxes and canvassing for delin- 
quent returns of all classes, doing nothing else except that work. 

They can specialize in that type of work. He would have under him 
an Audits Branch for all ype of taxes. That would be broken down 
into what we call the Office Audits Section, which does nothing but 
take the returns that have obviously one question on it that can be 
straightened out quickly, and that section would handle that. We do 
that now, as you know. 

Over here he would have his field audit section, and there is where 
there isa big advantage to the businessmen of this country. Let me 
tell you what we do at the present time. Take a case of a department 


store that files many types of returns with us. It is possible for an 


internal-revenue agent to come in and examine his income-tax return 
for the preceding Vvear, It upsets the accounting procedures ; and, of 
course, he is never welcome, but he is a necessary evil. He does the 
job and completes it and gets out. 

A week or two later here comes an excise-tax agent and says, “I want 


to examine all of your excise-tax records as to the correctness of the 
excise tax.” He stays there a period of time. 

He no more than gets out than here comes a cde puty collec ‘tor who 
says, “I have your soc lal-security taxes and withl ioldine-t: x returns 
to be chee ked.” And he goes through the thine and checks t hem over. 

If the man has a little liquor department in connection with his 
store, an Alcohol Tax Unit agent comes in, It is possible for him to be 
checked numerous times during the vear. 

Under this plan, that is eliminated, because in this field audit see- 
tion you would have stn Lroups of people specializ rinthe a fFeret 
types of examination. You would have the people who were specialists 
11k @Xt unining everything except micome taxes, people Who speci alized 
In examining income-tax returns up to a certain size, and then 
who specialized in returns over that certain SiZe. 

When the income-tax return of a certain business is ready to be 
checked, the agent would come and get a man specialized in these other 
things and take him with him and wind the examination all up at one 
time, ‘The people \ ho were specializing in other \ pes Oot tuxes would 
finish before the income-tax man would finish. so they could assist 
more than one agent. 

Instead of being examined three or four times during the year, as is 
ee case how, the ti iXpayver would be CX amined one time, and it woul | 
be all finished, and no additional time would be taken from his work. 
‘Those are the audit units referred to here. 

At that level also we have the informal conference. 

The Cuairman. Let me get one point clear. By this reorganization 
how vou propose to e ‘liminate the necessity for four men voln oe down 
and checking the businessman. You would eliminate the Aleohol Tax 
Unit man checking, you eliminate the — cecurity man checking, 
you eliminate the income-tax man as such alone; but one Inspector 
does it all? 
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Mr. Duntar. He will take an assistant along with him who is spe- 
cialized in the other types of taxes. 

The Cuatrman. In other words, they will go in teams, then. 

Mr. Dunuar. Where it is necessary, but there will be one examina- 
tion in place of the four or five that he could have now. 

The CuarrMan. That is what I am getting at. Instead of the busi- 
nessman 1 week waiting on an income-tax man and the next week an 
alcohol-tax representative, the next week a social-security man, it is 
all done at once. 

Mr. Dunuar. That is right. 

The Cuairman. You propose to do it all at one time ¢ 

Mr. Dunuar. Yes; those people are in four separate offices now 
within that district, and under this plan they will be in one office. 

The Cuarrman. I think that is a very commendable change if you 
can make that consolidation. 

Mr. Duntuap. Visualize the duplication in travel that we would 
eliminate and the saving of per diem and of mileage, and so forth. 

Senator SmirH. More important than that, it would seem to me, 
is that it would relieve the businessman of a considerable load ef both 
personnel and headaches. 

Mr. Dunuar. That is what I was trying to emphasize, Senator. 

Senator Dworsuak. Would you actually reduce the number of per- 
sonnel in the ar au dealing with these audits 

Mr. Duntap. I don’t think so, because that is our workload. We 
don’t want to reduce our examination coverage. We think it should 
be broadened. 

The CHarrMan. You don’t want to reduce the efficiency. 

Mr. Dunuar. That is right, neither efficiency nor coverage. 

Senator DworsHaK. You said you would save travel expenses. If 
you had the same number of persons doing the traveling, would that 
be the case ? 

Mr. Dunuap. No, sir, because now these people have posts of duty 
and they travel out from that post of duty and make these rounds. 
Well, they make four separate rounds, say, every week ;-whereas, now 
that would be largely eliminated because the work would be planned 
out and it wouldn't be necessary for four people to be running off 
in four different directions at one time. They are all consolidated 
in one office where they are scattered now in four or five. 

Senator Dworsuak. In one community would you have four or 
five different offices, in one city, consolidated in one office, or different 
communities in one office 4 

Mr. Duntap. In any one city we would hope to have one office, so 
that a taxpayer comes to just one place. 

Senator DworsHak. You have several now / 

Mr. Dun tap. We have several now. 

Senator DworsnAk. Several offices. 

Mr. Duntap. Yes, sir. In practically every city where we have 
these offices they are all in separate buildings. U nder our plan we 
hope to have them all in the same office in one place and get every 
tax answer they want. 

Right here at this level is your first taxpayer conference. We 
mentioned a while ago the conference procedure, where the taxpayer 
and the agent can’t get together, here is his first conference. We have 
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been running experiments over the country, and we have found that 
most of the cases of the kind you mentioned, Senator, are cases in- 
volving questions of fact only and can be settled at that informal 
conference. 

We find that in many instances the taxpayer merely wants to go 
toa man higher up than the agent who examined him, so that he can 
verify what the agent told him. The higher official would listen to 
his side of the story and then might say, “I am sorry, but the facts 
are just as the agent gave them to you.” We settle many cases on 
that level. 

We also find, as is true in any human relationship, that quite often 
there is a personality clash between the agent and the taxpayer. They 
are perfectly polite and nice to each other, but still they don’t like the 
color of each other’s eyes. Coming before a third party, most of those 
cases are washed out. 

So this procedure, which we have tried out in quite a few areas, 
has worked remarkably well and has lessened our conference load ma 
terially where it has been used. That would be extended to the in 
formal conference level. That is where the agent goes out, he and the 
taxpayer cant get together, he comes back and tells the group chief, 
“T haven’t been able to agree with the taxpayer on this case. Here is 
the way I see it, and this is the way he sees it.” The group chief calls 
up the taxpaye r and says, “I wonder if you can come down to my 
office at 2 o clock and talk about this thing.” It is that informal, and 
it has had very beneficial results where we have used it. 

The Cuateman. I think you have a very fine point there. I know 
that in some instances maybe the field man is a bit ambitious to show 

results and is not always quite as considerate of the taxpayer possibly 
as the case warrants. 

We have complaints, I have had them and I am sure most all others 
in Congress hi ve had that experience, revi ardin vy some body compl: in 
ing about a particular revenue agent or collector being unfair and 
being discourteous. I do think it is important. It is not a painless 
experience to pay taxes anyhow, especially as high as they are now, 
and every courtesy should be extended to a taxpayer until it be- 
comes obvious that he is trying to cheat or defraud the Government or 
to illegally withhold taxes. 

Mr. Dunnar. Even then you can be courteous. We are driving on 
that educational program in the Bureau and hope to drive it home 
even more to our people during this training program. 

The CHarrmman. Off the record. 

(Discussion off the record.) 

The Cuarrman. I don’t want to indicate that there are many such 
instances. TI don’t think there are. Compared to the number of con 
tacts made, I think they are at the minimum. 

Mr. Duntar. We are gratified that there are so few, but still at the 
same time a few istoo many. That is what we are trying to eliminate. 

The Cuainman. If they can be eliminated, a few are too many. 

Mr. Duntar. Under this block. the deputy district commissionet 
would have a spec ial investig: itive branch. These would be people 
specialized in fraud and racketeer work, our special agents as they are 
now known. They would handle nothing but tax cases, whereas now 
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they handle both tax and personnel cases. They would be handling 
only the tax cases because the personnel cases would be handled by 
that chief inspector’ s office. 

We would also have the alcohol and tobacco tax section, which does 
just what it says, enforces the alcohol and tobacco laws and regulations. 
But the beautiful part about it is they are all combined and the 
control is pin-pointed. 

Senator Unperwoop. Are you combining the Alcohol Tax Unit 
with the tobacco section in the field ? 

Mr. Dunuar. That has been done. 

Senator UNperwoop. That has already been done ? 

Mr. Dunuap. Yes, sir. That gave us a lot of grounds for additional 
economies Within the Service. The taxes were paid the same ri ay, 
through stamps largely, so the problems were similar. It has been 
working so far very well. 

Senator Unprrwoop. How long has that been under way / 

Mr. Dunuap. | believe that was done in October. 

Senator UNprrwoop. Is there any further change in that division 
contemplated under this plan? 

Mr. Dunuar. No, that is not beyond bringing them in and regroup- 
ing them as envisioned by this plan. 

Secretary Snyper. That was one of the progressive steps. 

Mr. DunLap. Yes, that is one < the progressive steps already taken, 
that the Secretary described in his opening statement. 

Senator Unprerwoop. You don't plan any further reorganization 
of the field service of those two branches / 

Mr. Dunwap. Other than to bring them into the same office under 
the command of the same man, as this chart shows. 

The CHAIRMAN. Let me ask you if on that level, the field level, any 
further statute or reorganization plan is needed to effectuate the re- 

rganization that you present to us other than that dealing with the 
civil service aspects of it. 

Mr. Dunuap. Yes, sir. We have the fact that the collectors are not 
civil service people and we also have the upgrading problem in the 
third section of the President’s plan, civil service upgrading. 

cee CHAIRMAN. You would require aithe ry legislation or a reor 

lization plan to permit you to do two things at the field level that 
a propose to do which you couldn't do without the reorganization 
p lan, upgr ading of certain emp plovees, and chi: anging the collector to 

. deputy district commissioner and placing him under civil service. 

Mr. Dunuar. That is right: that is the key to the whole plan right 
there. 

The de puty district commissioner, of course, also has his little ad 
ministrative division, which runs the stock room and the switchboards, 
et cetera, and which supervises this little branch of the training sec- 
tion mentioned before, which will be responsib ile for the proper train 
ing described on the last chart, for everybody in that oflice. 

Now, I am sure all of you are familiar with our little zone offices 
scattered all over the country where we have one or two people, or 
at the most maybe a dozen. ‘Those would still be there. That is what 
we mean by this block—suboflices. These would be constituted just as 
they now are in the smaller towns of the country, where y you have a 
cashier's office, where the people can pay their taxes loc ally, buy reve 
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nue stamps, file returns, and settle all other tax matters, and from 
which our people would make the examinations of the taxpayers in 
that local area. These would be just as we now have them, except 
that in most of these smaller towns we now have two and maybe three 
offices in separate buildings. ‘Those would be brought into one build- 
ing. I don’t think I need draw you a picture of the possible economies 
there. 

On this level, working within the district, you find the field office 
or the traveling group from the appellate division to service local 
appeals within the deputy district commissioner’s area. They have 
no connection with it, they just come down there and hear the appeals, 
as we described them a while ago. 

The chief inspector, of course, through his people, is responsib le 
for checking all of the offices and all of the personnel in this office, just 
as he is in all others. 

Are the re any questions about that chart 

The Cratman. Let me ask you this question. Senator Smith raised 
a question here yesterday in interrogating Chairman neues 
the Civil Service Commission with respect to acting offi 


als: particu- 
larly we were discussing at that time the 


pos thiaste ships where they 
are under evil service. After C¢ ivil service eX imilnations are held 
list of eligibles is established, but in some instances, possibly within 
Senator Smith’s knowledge, they have retained acting postmasters for 
quite some time. 

Do you find it advantageous to operate collector’s offices by an act ing 
collector after a vac ancy has oce ‘urred / 


Mr. Duxtarv. No. s 


The (CHAIRMAN. You do hot find it advantageous to do that ? 


elt ¢ 


Mr. Dunutap. No, sir. 

The Cuairman. How long have you had a vacancy in the Arkansas 
collector’s office ? 

Mr. Dunuap. I believe it is something in excess of 3 years. 

The Cuatrman. Yes, sir. You haven't found it advantageous to 
operate the office gga an act ing collector rather than a full collector 4 

Mr. Duntuap. No, sir: it is never advantageous to leave 
that causes unrest 1n aiacee 

The CHaimman. Is that the fault of this systen 
compelled to operate at that disadvantage / 

Mr. Dunuap. Yes, sir, I will be frank; it is, ves, sir. 

The CHatrm an. Is it not correctible under this system ¢ 
you found it practical to ap ypoint collectors elsewhere / 

Mr. Duntar. I beg your pardon ? 

The CHarrman. I say, haven't you found it practical and possible 
to appoint collectors elsewhere ? 

Mr. Duntar. Oh, yes, sir. 

The CHairMAn. “y d you hi ave found it impractical or impossible to 
get one appointed i hanes s 

Mr. Dun tap. a S 

The CHairMan. That responsibility doesn’t extend down the ech- 
elon, does it ¢ 

Mr. Dunuar. No, sit 

The Cuarrman. It extends higher up, doesn’t it ? 
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Mr. Duntar. You mean the responsibility for appointing the 
collector ? 

The Cuatrman. For not appointing one. 

Mr. Duntapr. It is higher up than I am; yes, sir. 

The CHarrmMan. That is right. 

Mr. Dunuapr. I will say we have been very fortunate in having two 
very fine people there. 

The Cuatrrman. You have had two fine people. You have had two 
acting collectors during that period of time. 

Mr. Dunuar. Yes, sir. Judge Self and now Mr. Goodwin. 

Senator Smiru. Will that be corrected with the new plan / 

Mr. Dun.ap. Yes, sir. 

Senator Smrru. How long can you have an acting man or woman 
in such a position with the new plan? 

Mr. Dunnar. Well, I can't see that it would be ever necessary ex 
cept in a sudden case of death, or emergency. Where we knew a 
vacancy Was going to occur, and we did the necessar y planning, I can’t 
see that it would ever be necessary to have an acting one. Of course, 
in case of a sudden emergency such as we had when the collector 
dropped dead, there would be an emergency and someone would have 
to act. 

Senator Smiru. That wouldn’t necessarily be prolonged for a length 
of time? 

Mr. Dunuar. No. 

Senator Unperwoop. Have you made any studies as to the delays 
in approval by the Civil Service of the appointees as State directors 
of the OPS? 

Mr. Duniar. We have made no analysis of that. 

Secretary Snyper. Mr. Parsons might know. 

Senator Unperwoop. I was wondering if you had made inquiry as 
to how long it had taken the ¢ ‘ivil Service Commission to approve 
or announce the appointees for the position of State director of Office 
of Price Stabilization. 

Mr. Parsons. I understand there was quite a length of time before 
that was worked out. 

Senator Unperwoop. Do you e xpect any similar ce lay sain the ap 
pon tment of these de} ut district commissioners 4 


Mr. PARSONS. No. si = Tle mt. Our situation would not be the same, 
mt we have a large vome organization which was not the case 
with OPS. ‘There thev started from seratch. had no vast body of 


employees to draw upon for recruitment purposes and promotion 
Purposes. 

Secretary Snyper. We started with Civil Service sometime ago, so 
they could start planning to meet this res Tt isn’t a new thing 
that will be dropped in on them suddenly. They have had ample time 
sin hi ‘studying just what they would have to do in the event this plan 
is approved, which isa little different fron the case of OPS. They 
ind a sudden probiem, and it did take some time to get some opera- 
tional procedures worked out. 1 don't believe that will be true in this 
ease, sir. 

Mr. DuNuLap. If there are no que tions about this chart, I have the 
map that vou asked about. 


Ee fe ee eS co St ee 


The | 
further 
We: 


remove 
Civil 
the tax 
Mr. 
Secr 
of this. 
organi: 
and re 
can be 
point i 
The 
eral or: 
lam n 
It se 
that ob 
Bureau 
are sele 


Lwa 
that an 
in. No 


factors 
I am ne 
the fing 
who ar 
people. 
about i 
Whe 
the res 
in the i 
not the 
think a 
I Wo 
collect 
recent 
Mr. 
recent. 
The 
similar 
existed 
Mr. 
The 
fact th 
admini 
with th 
nical bs 
under | 
In o 
man al 





REORGANIZATION PLAN NO. 1 OF 1952 129 


The Cuarrman. Are there any questions about the chart? Just one 
further question, that doesn’t necessarily have reference to the chart. 

We are proposing how to streamline this Bureau so that we will 
remove all—I assume that is the general purpose with reference to the 
Civil Service proposal—that we remove all political influence from 
the tax-collecting service. Is that the general idea ‘ 

Mr. Dunuap. Yes, sir. 

Secretary Snyper. It results in that. The main thing, the purpose 
of this, if I may interpose, Mr. Chairman, is to set up a structural 
organization so that there will be a streamlined flow of authority 
and responsibility and where definite authority and responsibility 
can be pin-pointed so that you know exactly who is responsible at any 
point in the structure of the organization. 

The CHairmMan. I may say to you, Mr. Secretary, I think the gen- 
eral organizational structure will make considerable improvement and 
I am not criticizing that. But we get down here to this issue. 

It seems now that there is an effort to charge that all of the evils 
that obtain, such as they are, large or small, in the Internal Revenue 
Bureau is due to the system by which collectors of internal revenue 
are selected. That is what Iam concerned about. 

I wanted to see how this new system is going to change and 1 Improve 
that and eliminate the politics from it. That is what I am interested 
in. Now ina democracy, when we undertake to eliminate all political 
factors, the good as well as the bad, in our operation of government, 
I am not so certain that we can go to something better when we place 
the final responsibility and the final judgment and decisions in people 
who are not responsive in any way to the elected representatives of the 
people. Iam not sure that isan improvement. I have serious doubts 
about it. 

When you tell me that you can’t get a collector for Arkansas, then 
the responsibility and the fault is not the system’s, but the fault is 
in the individual who has the authority to make the appointment and 
not the fault of the system. ‘That is the position I take, and I don’t 
think anybody can refute it. 

I would like to ask you in that connection: Do you have any other 
collectors’ positions in the United States vacant now other than these 
recent vacancies ? 

Mr. Dunwap. There are as of this morning five, but they are all 
recent. 

The Crarrman. All recent. You do not have another situation 
similar to that in the United States that exists in Arkansas and has 
existed for the past 314 years, do you ? 

Mr. Duntap. No, sir. 

The thing about the district commissioner’s responsibility is the 
fact that under this plan he must be not only very — le as an 
administrator and as a manager, as a man able to contact and deal 
with the public, but he must also have sufficient knowle an and tech- 
nical background to be able to know that these highly technical people 
under him are performing their duties as they should. 

In other words, he is going to have to be a ve ry highly qualified 
man all around. 
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Senator Dworsuak. Has the lack of eflicient organizational struc- 
ture been responsible for the fraud and maladministration exposed 
in the Bureau during the past few years ¢ 

Mr. Dun apr. Not entirely, sir, but this plan envisions a much 

tigher organization, which would tend to decrease the areas within 
which those things can occur. 

Senator Dworsuak. Presumably because the commissioners and 
deputy commissioners would be under civil service ¢ 

Mr. Dun ar. No, sir; because of the tightness and the closer super- 
Vision pro\ ided by this plan. 

Senator Dworsuak. But you still have the human element. You 
wouldn’t necessarily ome ate the frailties of human nature. 

Mr. Dunvor. No, sir: but even with those same frailties of human 
nature, a man under a supervision isn’t going to be quite as frail 
as one who isn’t. 

Senator Smiru. You think civil service will give them that close 
supervision ¢ 

Mr. Dunxiar. No; I think this plan will enable us to give it through 
the inspection service and the channel of command and the direct pin- 
pointing of responsibility—that is what will give the closer super- 

Vision. 

Senator Dworsuak. In what regard, Mr. Commissioner, can we 
expect under the reorganization plan any greater consistency in set- 
tling cases of delinquent-tax returns ? 

Mr. Duntap. You mean collection of them ? 

Senator DworsHak. Yes. 

Mr. Dunuap. I think the consistency would be more uniform 
throughout the United States because these people would be under 
closer supervision themselves. 

Senator DworsHak. Don’t all these settlements come before your 
office here for final approval or disapproval now ¢ 

Mr. Dunuap. No, sir. 

Senator DwonsHax. They don’t ? 

Mr. Duntap. No. 

Senator DworsHAk. You don’t have anything to do in regard to 
final approval of these settlements that we read about in the paper 
almost every week or so? 

Mr. Dun.ap. Well, some of the things you read about in the paper 
don’t exactly give the true picture. They say the collector has com- 
promised the case. No collector of internal revenue can compromise 
a tax case. He doesn’t have the authority. 

Senator Dworsuak. Who does it ? 

Mr. Dunwtar. He accepts the offer of compromise as a receiving 
officer. It then goes over to the internal revenue office for an exam- 
ination of the man’s assets and liabilities to see whether he is able to 
pay the tax or not. That agent’s finding is then turned over to the 
appellate staff, where the attorneys for the Government and the attor- 
neys for the taxpayer get together and thresh it out and decide whether 
it should be accepted or not. Then it comes up to the Bureau for 
review, and in the final analysis it goes to the Secretary of the Treasury 
for his approval. So in order to have an unfair settlement you would 
have all the echelons of the serv ice involved. 
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Senator Dworsuak. Maybe the Secretary can answer a question that 
has bothered me for some time. I have read in the papers recently that 
a case was settled involving the Governor of Lowa, wherein certain 
penalties were inflicted, and then I also read that the Governor of 
Arkansas settled some of his tax difficulties without paying any 
penalties. Now why is that difference in the settlement of what 1 con- 
sider to be comparable cases ¢ 

Secretary Snyper. Those are neither one matters that came to Wash 
ington, are they? At least they didn’t come to the Secretary’s office. 

Senator Dworsuak. Did they come to you, Mr. Commissioner ? 

Mr. Duntar. I would like to ask «he chairman's opinion here. I 
am prohibited by law from discussing any individual’s tax case except 
before the Ways and Means Committee of the House and the Finance 
Committee of the Senate, and I wouldn't like to be placed in the posi- 
tion, Mr. Chairman, of violating those instructions unless you see fit. 

The CnHairman. I think this. I don’t want this hearing to become 
an investigative hearing. That isn’t the purpose of this hearing. 

Senator Dworsnak. May I interject that I likewise share your 
opinion and I don’t want to digress from the real purposes of this 
hearing, but I thought that in considering this over-all reorganiza- 
tion plan we might have some reassurances that what appears to me 
to be diserimination and partially in the settlement of similar cases 
might not occur. 

The CHatrman. I might ask this question, Mr. Dunlap, if vou care 
to answer it. If a discrimination occurs or has occurred as between 
two citizens of the United States on the same level and the same basis 
with comparatively the same amount of back taxes involved, and one 
is settled without requiring him to pay a penalty and the other is 
compe ‘led to pay a pen: alty, do you reg rd that as discrimination— 
you can answer that without divulging any secrets, 

Mr. Dunuar. Mr. Chairman, every tax case must be settled on the 
basis of the facts involved in that particular case and in that particular 
case alone. You don’t settle tax cases because they are on the same 
level or have the same income. You settle it on the facts in each 
ease. That has been done, and I can see no grounds for discrimina 
tion between the citizens of our country in the way we have handled 
any cases. 

The CHatrrman. There shouldn't be. That is what we will be con- 
cerned about. This is not an investigative committee. This hearing 
is not an investigative hearing. But if such abuses of discretion and 
administration exist, then in studying the plan it is well for this 
committee to consider why they exist, whether this plan will correct 
them. 

Mr. Duntar. That, of course, has been one of our prime considera- 
tions all the way through. It goes right back to the earlier chart 
where I emphasized that on the Washington level we were setting 
up the lines of review which would insure that the tax laws of the 
United States were enforced at a fair and uniform level all over the 
country, regardless of whether a man is in Florida or in Oregon. 

Secretary Snyper. I would like to make a statement so far as the 
Washington side Is concerned, 

The Cramman. Yes, sir. 
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Secretary Snyper. Since I have been in the Treasury, in charge, 
there has never been to my knowledge any discrimination permitted. 
That is one definite policy that I have had since I went there to the 
Secretary’s Office, and at no time in the years that I have been there 
have I ever knowingly permitted discrimination in favor of one tax- 
payer over another. I just want to get that in the record. 

The Cuarrman. All right. We are glad to have the Secretary’s 
statement. 

I would only say this. If the newspaper reports are accurate, on 
the face of them there are discriminations. 

Senator Dworsnak. That is what I wanted to say. 

The CHatrman. I don’t know if the reports are accurate. 

Secretary Snyper. We would have to go into individual cases. 

The CHarrMan. This is not an investigative procedure. 

Mr. Duntap. I have never been guilty of giving any taxpayer's 
affairs over to a ne Wspaper, So the ‘Vv couk In’ t have the facts. 

Senator DworsHak. Mr, Commissioner, whether it is called a dis 
crimination, partiality, or something else, is it a fact that in many 
cases Income taxpayers of this country have been forced to pay penal 
ties while others in comparable situations have not been forced to 
do so? 

Mr. Dunuap. Not to my knowledge, sir. That is what our review 
processes all the way up the line are designed to prevent, and I think 
they have been very successful. 

Senator Dworsnak. A few minutes ago I got the wrong impression 
apparently, that in the settlement of these contested claims the final 
authority is not vested, the final decision is not made by the Commis- 
sioner. Is it or is it not? 

Mr. Duntar. No, sir; it is made at the district level in that appellate 
staff, 

Senator Dworsuak. Don’t you have an opportunity to either ap- 
prove or disapprove these settlements ? 

Mr. Dun tar. No, sir, and I don’t think I should have. If I had 
on the Washington level to approve or disapprove every settlement 
made in the country, I would have to have—— 

Senator DworsHak. I didn’t mean every one. I meant the impor 
tant ones involving huge sums of money. 

Mr. Duntar. Those important settlements are reviewed at the Wash 
ington level for correctness. 

Secretary Snyper. But the final settlement is always made— 

Mr. Dunwar. The final settlement is always made in the field. 

The Ciarmman. Let me ask you this. In one field area, one official 
in charge might have one opinion about a given case, and in another 
area there might be an altogether different interpretation under the 
same set of facts and you say there is no review of that, no uniform 
policy. 

Mr. Dunvar. On the Washington level we have to have a review 
set-up which would insure that the laws were uniformly applied all 
over the United States. We have that. 

The CHatrmMan. You do have that? 

Mr. Duntapr. Yes, sir. 

The CHatrman. The point I make is, you do have that. You don’t 
mean to say that one authority over here in one district or area could 
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give one interpretation to a set of facts and another to another in 
another area and it wouldn’t be reviewed ? 

Mr. Duntar. That might happen one time, but the review people 
would take it up and prevent that from happening in the future. 

The Cuarrman. I think in the matter of uniformity of enforcement 
there would have to be some correlating authority to keep them 
uniform. 

Mr. Duntap. Without going too far into the mechanics of our oper 
ations. our review branch reviews the settlements and when they find 
something that they question, they write the field office concerned about 
that, and at the same time a copy of that goes to every other field office, 
so that they know the poliey that has been put into effect in all those 

ases, 

Senator Dworsnax. Mr. Commissioner. if there has been no dis 
crimination, judging by what vou have said in the settlement of these 
claims, then the reorganization plan would not offer any guaranties 
or assurances that newspaper articles indicating that there has been 
diserimination won't be changed materially. You will f« llow under 
the reorganization about the same review procedure that apples now, 
and whether it 1s justifiable or not, IT think some of us have the sus 
picion that politics may influence in some cases a more lenient settle 
ment, whereas in others the absence of a political consideration may 
result in a harsher settlement. 

fam not saying that istrue. [am saying that after reading many 
newspaper articles over the vears and reading about the fraud and 
corruption that have been exposed in the Bureau. that we are wonder 
ing whether this plan, if it 1s approved by Congress and sold to the 
public, offers any greater assurances that honest taxpavers will be 
given protection and that dishonest. fraudulent tax cases will not be 
tolerated. 

Mr. Duntar. I see what you are driving at. sir. The tighter o1 
ganization and closer supervision all the way down is a better as 
surance of that. ‘These people in the inspection service are still more 
assurance of it. That is a new set-up. as vou know, the inspection 
service. The appellate division shown on the other chart is s att 
over more offices now than it was, It IS not concentrated. and 
therefore subject to much closer analysis of each of their cases 
lieve that will be the best insurance we can hope to get. 

Senator Dworsnak. There won't be any dilution of responsibility / 

Mr. Dunztav. IT beg your pardon ¢ 

Senator Dworsnak. There won't be any dilution of responsibility, 
will there / 

Mr. Dux var. On the contrary, it tightens up responsibility and pin 
points it more effectively in each office than it has been before. 

Of course, we have done several things that the Secretary mentioned 
in his opening statement. Those cases are now conferred on and re 
ferred at the local level for prosecution in the fraud type case, 

Senator Dworsuak. I don’t want to be unfair to the Commissioner. 
because I realize he has been the incumbent. of this particular office 
only about 6 months, and I don’t want to create the impression that 1 
am charging you with any malfeasance. IT am sure you understand 
that. 

Mr. Dunnar. I understand, sir. 
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Senator Dworsuak. I certainly should like to have some guaranties 
or assurances from the level of either the Secretary or the Commis- 
sioner that we are going to have, if this plan is approved, a greater 
measure of consistency and that we won't have this corruption and 
fraud that have been exposed. 

I am not making the charges. I am simply saying what every- 
body recognizes that several collectors have been discharged. 

Mr. DuNuap. Six. 

Secretary Snyper. Only three for any misconduct in connection 
with tax returns, however. 

Mr. Dunuar. That is right. only three of them. 

Senator DworsHak. But there have been many discharges 

Secretary Snyper. Whether this plan goes into effect or not, Sen- 
ator, so far as I, as Secretary of the Treasury am concerned, and I 
ami sure as far as Commissioner Dunlap is concerned, there is going 
to be nothing left unturned to see that the taxpayer IS fairly treated 
and that no individual is given any favoritism. 

We are endeavoring, I think we have attempted to show you, and 
by our direct action we are straightening out all these matters to 
which you are referring, and that will be done regardless of whether 
this plan woes into effect or not. 

But we believe with the plan that we will be enabled to control it 
much better. 

Senator Dworsuak. You do recognize, Mr. Secretary, that there is 
a Widespread lack of confidence on the part of the average small tax- 
payer that he is not receiving a square deal and that there is an oppor- 
tunity fo. influence peddling in the settling of tax claims. 

Secretary Snyper. We are just as anxious as possible to clarify in 
the minds of the taxpayers al the earliest possible moment, that that 
matter is being straightened out, and that all taxpayers are 
receive the same kind of treatment. 

Senator Dworsuak. You think that by taking politics out of the 
selection of top level officials, to take the place of collectors, you will 
have a greate! Op] ortunity to obtain this object lve ¢ 

Secretary Snyper. We believe that by streamlining the operation 
and pin pointing the responsibility and not having’ an appointment 
at a level that Is not a policy making level will help us work out that 
plan. I do want to again reiterate a statement I made there. 

I want to pav a compliment to the body of collectors. They have 
been fine people. And it is no intent upon my part and has not in any 
of my testimony nor the Commissioner's to lay any disparaging re- 
flections on the body of collectors. 

It is a most unhappy event that some have deviated, but IT do not 
want to say that the collectors are not, I don’t want any impression 
left that I do not think we have rot in the collectors’ jobs some very 
fine people. This is a process of progress in the developme ut of the 
structure of the tax-collecting group that we think is timely, is over- 
due, as a matter of fact, and we have been endeavoring to build up to 
the point where we can ask for this capstone that will enable us to 
carry out tothe fullest the reorganization plan. 

Senator Dworsiuak. Are we justified in assuming that you do be- 
lieve that the patronage system has plaved an important part in this 
corruption and fraud that has been exposed within the Bureau ‘ 
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Secretary Snyper. I would have to have an analysis of each of the 
cases. The patronage system has had very little to do with these 
deviations if we analyze many of them. I would have to look at each 
one of them there to see how much we could apply. We couldn't 
apply it broadly, I am sure. 

Senator Dworsuak. I thought one of the desirable features of this 
reorganization plan was to eliminate the political ee aions in 
the selection of collectors or commissioners. 

Secretary Snyper. That certainly takes place, ves, sir. 

Senator Dworsnak. Then you must admit that that same patronage 
or political system has been at least partially responsible for much 
of the difficulty which you have encountered within the Bureau. 

Secretary Snyper. It could have been in certain instances. 

Senator Smiru. Mr. Chairman. 

The CuarrMan. Senator Smith. 

Senator Smirn. It is true, isn’t it, Mr. Secretary, that whether it 
is in the United States Senate or among the collectors, one bad actor 
candoa good deal of damage to the over-all picture ¢ 

Secretary Snyper. It is most lamentably true, but remember, not 
one single time do I want to leave any inferences that I want to con- 
done one single person. I think it is bad and I am an unhappy man 
that this has happened, and certainly I will never rest until I feel 1 
is well taken care of. 

Senator Smiru. It is also true, isn’t it, that while we hope to have 
some corrections made, that even the civil service can’t be an over-all 
cure ¢ 

Secretary Snyper. We have never tried to make that cure. We are 
quite certain that human frailties would be in civil service as well 
as they would be in any politically appointed person or in an elected 
person or any other type of person. 

The Cuamman. Mr. Dunlap, did you prepare and have ready to 
submit to the committee the statement of the number of employees 
that have been discharged ¢ 

Mr. Dunuap. Yes, sir. 

The Cnuarmman. You may submit it before you leave. This will 
be filed and printed in the record of the hearings. 

Senator Smiru. Is that up to date / 

Mr. Dunnar. That is for the year 1951. 

Secretary Snyper. I would commend the very careful scrutiny of 
that to all members of the committee. The revelations there are most 
interestil ng 

The Cuatrrman, I don’t know that any questions will be asked. 
imagine it is completely revealing. 

Secretary Snyper. Yes. 

The Cuarrman. But I just happened to think about it and thought 
you might have it and want to get it in the record. 

Mr. Dunuar. For your information, I would exp lain that the ““D” 
over one of those columns means “Discharged.” The “i” means 
“Resigned by request.’ 
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(The document referred to is as follows :) 


Separations from the Internal Revenue Service in disciplinary cases during the 
calendar year 1951 


[Classified by type of position, by type of offense, and by nature of final action 


(two types of final action 
D=discharge; R=required to resign or retire)] 


Trregularities 
| involving im- 
proper deal Embezzlement All others 
ane | ings with 
itle of position 
T I taxpayers 


dD R 


N »n-civil-service personnel: Collector 
Civil-service personnel 
Assist unt collector 
Administrative officer 
Internal revenue agent 
Deputy collector 
Clerk 
Accountant and auditor 
Administrative assistant 
Bookkeeping machine operator 
Storekeeper-gager 
Clerk-typist 
Inspector 
Special agent 
Messenger 
Claims examiner 
Investigator 
Miscellaneous tax investigator 
Position classifier 
Bindery worker 


Total. -. 


As of the end of calendar year 1951, there were 55,433 employees on Bureau 


rolis. Of this total, 69 were Presidential appointees, subject to confirmation by 
the Senate; the balance, or 55,364, were appointed under civil-service rules. Of 
these, 10,525 were deputy collectors, and 7,919 were internal-revenue agents. 


Grades of personnel separated or suspended 
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Non-civil-service person Civil-service personne] 
nel, GS-15 | 5 | 5 GS-7 
Civil-service personnel | 
Gs | 


Gs 


GS-6 
GS-5 
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Gs-1 | : : GS-3 
GS GS-2 
Gs | Gs-1 
Gs 7 CPC 
Gs 5 5 
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Suspensions from the Internal Revenue Service in disciplinary cases during the 
calendar year 1951? 


Irregulari- 
ties in- 
volving 

Pitle of position improper 
dealings 
with tax- 

payers 


Deputy collector 
Administrative officer 
Storekeeper-gager 

Investigator 

Clerk-typist 

Internal revenue agent 
Inspector 

Clerk 

Messenger 

Bookkeeping machine operator 


Total 


26 employees were suspended from duty and pay during the calendar year 19% 
were restored to duty and 6 were pending final! action at the end of the year 


(The map presently being referred to is as follows :) 
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Mr. Dunuapr. This is a map, as I emphasized awhile ago, showing 
the possible set-up of our districts. In setting up these districts 
we have three things in mind. The first is the workload, to try to get 
as near as possible a workload of not less than 214 million income tax 
returns. That is to allow us to handle them in the most economical 
manner. 

Then there are the lines of communication and convenience of the 
people concerned. In other words, where they are used to going 
under our system now. 

The Cuatrman. 1 see that under your map Arkansas, Oklahoma, 
and approximately the north half of Texas would be in one district. 

Mr. Dun tap. That is right, sir. 

The Cuairnman. Approximately the north half of Texas and all of 
Oklahoma and Arkansas. 

Mr. Duntar. But, as I say, Senator, that isa tentative map. When 
the final analysis comes out, it could very well be this little block 

four States here. 

The CuairrmMan. IT understand that this is a tentative su: 
to the districts. 

Mr. Duntar. That is thinking on paper, sir. 

The Cuarrman. Thinking on paper—aptly put. I don’t know that 
that is going to be of any great benefit to us until it is firmed up, but 
you believe vou will be able to get it firmed up within 20 days ¢ 

Mr. Dr NLAP. Yes. 

The CuamMan. I use 20 days because we do have a deadline here 
to finish our job. 

Mr. Duntar. About the only thing you can get from this map at 
the present time are some of the problems we face and the types 
of districts. We have to consider a district such as this one, where 
there is a tremendous population involved and a very high concentra 
tion of returns and everything else, where the volume of work is such 
that there would only be one State to the district, as compared to 
one where you and I live, where there would be more than one State. 

The Cuairman. That is true up in Pennsylvania and Illinois where 
you have one State. 

Mr. Duntap. That is right. several States, such as Pennsylvania, 
[llinois, Ohio, and the New York metropolitan area each would he 
one district, and under the thinking shown on this map that is the 
way it would be handled. 

The Cuarrman. The more sparse ly settled States, you would com- 
bine some four or five as you show out there in Color: ado : and 

Mr. Dunuar. Those traveling squads, for instance—a number of 
people up here might want to protest the findings of an agent. Thev 
don’t have to go to any other place. Those traveling squads will 
pick them up at the nearest town of any consequence. 

The CHarrman. You haven't determined where district offices will 
be? 

Mr. Duntar. No, sir. As I sav, we are studying that } considering 
the volume of work, the most acce a. le lines of communication for the 
entire district, and things of that kind. 

The Crarnman. In other words, all those factors need to be 
considered. 
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Mr. Dunxar. The route people are used to following in dealing with 
their regular business affairs. 

The Cramman. To get the best and most convenient location from 
both the administrative standpoint and the convenience of taxpayers. 

Mr. Dunuar. That is right, sir. We haven't gone to the point of 
designating any of those yet because, as I say, we are still thinking 
about where the districts will be and firming that up. 

The CHarrMan. Are there any other questions / 

Senator DworsHak. You say you haven’t determined the location 
of the district offices in these 25 districts / 

Mr. Dunvar. No, sir; we wouldn't attempt to do that until we finish 
the actual firming up of the district lines. 

(Subsequently, the following letter was submitted by Commissioner 
Dunlap. The map referred to therein appears on p. 138.) 


FEBRUARY 26, 1952. 
COM: MS: NAS. 
Hon. JOHN “h McCLeLLAN, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Nenate, Washington, D. C. 


My Dear SENATOR MCCLELLAN : You will recall that when I testified before your 
committee on the President’s Reorganization Plan No. 1 of 1952, I displayed a 
map of proposed boundaries of the new district commissioner's offices under the 
reorganization plan. You requested that the committee be furnished, during the 
course of its deliberations, a map showing the boundaries ultimately determined 
for such district offices. This letter is in pursuance of that request. 

The map displayed before your committee on February 1 represented the think 
ing up to that time with respect to the proposed boundaries; and further study 
confirms our preliminary thinking that the boundaries shown to you on February 
1 represent, with minor exceptions, the basic pattern under which we believe the 
reorganization plan can best be put into effect at this time. There is attached 
a copy of the map displayed on February 1. One change which we have decided 
to make is the inclusion in the New York City district of the counties of Bronx, 
Westchester, and Rockland. These three counties are presently included in the 
fourteenth New York collection district with headquarters in Albany but under 
the proposed reorganization would more appropriately fit in the New York City 
district in order to prevent division of the New York metropolitan area. 

At the present time no other changes in the boundaries as shown on the at 
tached map are contemplated. It is understood, of course, that further changes 
may be made in the future as the necessity is demonstrated by experience with 
the reorganized structure or as shifts occur in population density, workload or 
other factors affecting the location of our offices. The reorganization plan makes 
possible adjustments to such changes since it authorizes the establishment of up 
to 25 district offices. 

Very truly yours, 


Joun B. DuNLAP, Commissioner. 


The Cu SaeAM. Any other questions? Any further statement, Mr. 
Secreti iry ¢ 

Secretary Snyper. We have none other than to say that we are 
available to this committee at any time you want us to come back here, 
or if any question that comes up you would like to direct to us in a 
letter or if you want any additional data, we are ready to try to bring 
to you any information in connection with the plan that you desire. 

The Cuatrman. Thank you very much, 

Any further sts itement, Mr. Commissioner ? 

Mr. Duntap. Just, sir, that I appreciate the privilege of appearing 
before you, and your patience with my explanations. 

The CHamman. On behalf of the committee, the chairman wishes 
to thank the Secretary and the Commussioner for their very able 
presentations of this plan. I believe you have presented it so clearly 
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and fairly from your viewpoint that we have now a pretty clear and 
detinite understanding of this proopsal which we are considering. 
I do not know, Mr. Secretary, that there would be any occasion to 
call you back. I don’t know what turn our hearing is going to take. 
I appreciate your offer, though, and your willingness to be available, 
oe of you. There might be some question which comes up that we 
‘an clarify by a te lephone « ‘all, or make it a matter of record by letter. 
Secretary Snyper. I want to thank you and the committee for a very 
fair, constructive hearing and one in which you have expressed great 
interest. We couldn’t ask for more. 
Thank you very much. 
The CHatrMan. The -ggniag will stand in recess. 
(Whereupon, at 12:30 p. m., a recess was taken until 10 a. m. Wed- 
coakar: February 15, 1952.) 
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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


WEDNESDAY, FEBRUARY 13, 1952 


UNirep STATES SENATE, 
COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Washington, ID. ¢ 

The committee met, pursuant to adjournment, at 10:15 a. m., In 
room 357, Senate Office Building, Senator John L. MeClellan (chair- 
man) presiding. 

Present: Senators McClellan, O°Conor, and Underwood. 

Also present: Walter L, Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk; and Herman C. Loefller, professional staff 
member. 

The CHatrmMan. ‘The committee will come to order. 

We will proceed. You have a prepared statement, 1 believe, Mr. 
Lawton / 

Mr. Law PON. I do. 

The CHainman. You may proceed. 


STATEMENT OF FREDERICK J. LAWTON, DIRECTOR, BUREAU OF 
THE BUDGET, ACCOMPANIED BY WILLIAM FINAN, ASSISTANT 
DIRECTOR IN CHARGE OF ADMINISTRATIVE MANAGEMENT, 
FRED LEVI, CHIEF ADMINISTRATIVE ANALYST, AND E. B. 
STRAIT, ADMINISTRATIVE ANALYST 


Mr. Lawrox, Mr. Chairman and members of the committee, I wel- 
come this opportunity to spe: ak in support of the President's Reorgan- 
ization Plan No, 1 of 1952. 

As the Secretary of the Treasury and the Commissioner of Internal 
Revenue have testified, Reorganization Plan No. 1 of 1952 makes it 
possible to carry out a comprehensive reorganization of the Bureau 
of Internal Revenue of the Department of the Treasury. Those offi- 
clals have described to the committee the new pattern of organiza- 
tion which they expect to institute in the Bureau of Internal Revenue. 
They have made clear that Reorganization Plan No. 1 is an essential 
step toward the comprehensive reorganization of that Bureau. The 
Chairman of the Civil Service Commission has endorsed the plan as 
providing for an important extension of the civil-service system. The 
purpose of my statement is to discuss with the committee the purposes 
and provisions of Reorganization Plan No, 1. 

This plan is very simple. Its principal purpose is to re-iove the 
major barrier to the general reorganization of the Bureau of Internal 
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Revenue by abolishing the office of collector of internal revenue. The 
plan thus places the Secretary of the Treasury in position to utilize 
oer in the administrative reorganization of the Bureau the authority 

given him by Reorganization Plan No. 26 of 1950. Plan No. 1 also 
hi as the Import unt purpose of making it possible to develop a com 
pletely profession: al career service in the Bureau of Internal Revenue 
below the Commissioner. 

I would call your attention to the great similiarity between the 
views of two groups which have studied this question. The House 
Committee on Appropriations stated : 

The most serious defect in the organization and operations of the Bureau is 
the fact that the men who are charged with the actual collection of revenue are 
political appointees. The Commissioner, who administers the entire Bureau, 
does not have effective control over the collectors throughout the country ° 

The report of the Commission on Organization of the Executiv: 
Branch of the Treasury Department, page it. expressed the same 
point in these words: 

One of the chief handicaps to effective organization of the Department is the 
political appointment of collectors of internal revenue and of customs, and 
certain other officials. * * #* 

The principal weakness of the present arrangement regarding 
collectors is that this arrangement 1s not designed to provide pro 
fessional career administrators in key field posts in the revenue sery 
ice. The increase in complexity and technicality of revenue — 
istration requires that personnel in top field offices be well versed i 
the intricacies of the internal-revenue Jaws and regulations mal 
experienced in coping with problems of modern administration. The 
present method of appointing collectors was instituted 90 vei ars: ago 
25 vears before the first civil-service law and was enac ‘ted. hoa 
method of appointment is no longer appropriate. 

Reorganization Plan No. 1 of 1952 abolishes the offices of collector 
ind deputy colle «tor of internal revenue, the offices of Assistant Com 
missioner, Special Deputy Commissioner, Deputy Commissioner, and 
Assistant General Counsel for the Bureau of Internal Revenue. All 
abolitions of offices become effective at such time as the Secretary of 
the Treasury may specify, but in no event later than December 1, 1952 

Plan No. 1 establishes three new oflices with the title of Assistant 
Gasnices of Internal Revenue, one additional office of Assistant 
General Counsel, not to exceed 25 new offices with the title of District 
Commissioner of Internal Revenue, and not to exceed 70 offices with 
titles to be determined by the Secretary of the Treasury. Those offices 
will provide a flexible framework around which the Bureau of In 
ternal Revenue may be reorganized. 

To assure professional career personnel for the entire revenue 
service below the Commissioner, Reorganization Plan No. 1 provid 
that all new offices will be filled by appointment under the classified 
civil service. Reorganization Plan No. 1 provides that compensation 

of these new offices shall be fixed under the classification laws, and 
without regard to the numerical limitations on positions set forth in 
section 505 of the Classification Act of 1949. as emended. 

Underlying the need for Reorganization Plan No. 1 is the enon 
mously increased burden which the Bureau of Internal Revenue has 
had to assume in the last 12 years. Since 1940, for example, the num 
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ber of income-tax returns has increased fourfold to 82 million, and 
the total revenue collections by the Bureau have increased tenfold 
to S50, billion. Next vear colleetions are expected to exceed S70 
billion. | 

This vast increase in workload has placed many severe strains on 
the Bureau. Within the limits of the same basic organization as it 
had in 1940, numerous and significant improvements have been made 
in the operations of the Bureau. Many of these improvements have 
been cited by the Secretary of the Treasury and the Commissioner of 
Internal Revenue. 

li has become increasingly ap parent, however, that no amount of 
procedural improvement is an effective substitute for a completely 
modernized organization. Hence, beginning with plan No. 26 of 

1950, which equipped the Secretary of the Treasury with the author- 
itv to undertake such a fundamental reorganization. he has been de 
veloping plans for thoroughly modernizing the structure of the 
Bureau. 

The Secretary of the Treasury and the Commissioner of Internal 
Revenue have presented the details of their plans for administrative 
reorganization. The Bureau of the Budget has reviewed those plans, 
and it is.our judgment that the plans apply recognized principles of 
good administration and that they have sound objectives. These ob- 
jectives, however, cannot be fully achieved without Reorganization 
Plan No. 1. For that reason, | urge that the Congress permit plan 
No. 1 to become effective. 

The Coamman. What is the real purpose of this plan 

Mr. Lawton. The real purpose of the plan is to remove the bar to 
a straight-line organization by changing the present political baittiad 
of appointment of the collectors of internal revenue, now appointed by 
the President, with Senate confirmation. 

The CHarrman. Is that the chief objective of plan No. 14 

Mr. Lawron. Yes. And in order to permit the reorganization that 
the Secretary and the Commissioner have developed under plan No. 
~6 to become effect ive and to have clirect responsiveness of the subor 
dinate internal revenue collectors to the Commissioner of Internal 
Revenue. 

The reaper iN. Do vou find that the present system is unsatisfac 
torv with reference to the manner in which collectors are appointed ¢ 

Mr. Lawron. Well, I think the fault of the matter is the fact that 
it freezes to an extent the posts and makes it difficult to streamline 
und improve the field organization of the ethan in that vou have col- 
lectors with certain functions who have been appointed under this 
system who are responsible to the President directly, rather than to 
the Commissioner. 

It will consolidate the offices of the collector of internal revenue. 
the internal revenue agent in charge, and all of those things in one 
individual. 

This plan, as the Commissioner has described, provides for really 
three levels of organization: The Washington level. this district 
level, and then the local level. 

The consolidation, in not to exceed 25 districts. will provide 
straight-line supervision over the activities of all of the local collec 
tion offices, and a supervision in the field, not only of the collection, 
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that is, the collectors’ offices as now known, but also the offices of 
accounts and collections, the internal revenue agents in charge, the 
alcohol tax inspectors, and so forth, so that you have a single respon- 
sive point in the field and a responsible point, that will have juris 
diction over an area, and that will provide for a streamlining and a 
better method of operating in the field. 

This plan is to permit the appointment of persons in the Bureau 
who are responsive and responsible to the Commissioner and the 
Secretary, with a straight line of responsibility, not colored by the 
fact that they are Presidential appointees, and responsible to the 
President r ather than to the Commissioner. 

The Cuarman. Who in the present organization is not respon 
sible to the Commissioner of Internal Revenue or to the Secretary 
of the Treasury for the services he performs‘ Are you maintain 
ing that the collector of internal revenue is not responsible to the 
Commissioner of Internal Revenue for his acts / 

Mr. Lawron. He is responsible. 

The Cuamman. Do you maintain that is true now under thi 
present system ‘ 

Mr. Lawron. He is responsible to an extent, but he is not remov- 
able by es ommissioner or the Secretary. 

The Cuairman. He is removable by the person who appointed 
him ¢ 

Mr. Lawron. By the President. 

The Cuairman. He can fire him quicker than he can appoint him / 

Mr. Lawton. Just as quickly. 

The Cuairnman. He can fire him quicker, because he does not have 
to get Senate confirmation to fire him. He has to have that to 
appoint him. So he can fire him quicker than he can appoint him 
Is that not true / 

Mr. Lawron. That is true. 

The Cratmwan. Why do you take this position now regarding 
this new plan, that we will make the collector responsible to the 
Commissioner of Internal Revenue, instead of responsive to the 
President, because the President now has the power to fire him 

If you put him under civil service, the Commissioner will not have 
the power to fire him, except by trial, after long delays, and prob 
ably he will be reinstated after he is fired. 

What is the advantage to be gained in that, so far as responsibility 
for honest and efficient conduct in office is concerned—where is the 
advantage / 

Mr. Lawron. I think the advantage is that the Commissioner can, 
with the exception, of course, of the veterans’ appeal right, which a 
civil servant has, remove him for just cause at any time. He can 
direct his actions more successfully, I think, judging by general 
perience, if the person is completely responsible to him in the ad 
ministrative hierarchy, and not a Presidential officer who has been 
apointed in the same manner as are the Secretary and the Commis- 
sioner. 


| think there is a oreater control over civil service appointees than 
there is over political or Presidential appointees. 

The Cuatrman. Is it not actually a faet that there is less control 
over them, and not more? 
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Mr. Lawton. I do not think so, no. 

The CuHamman. You cannot fire them without a trial, if they want 
one, then an appeal, and a long delay; and then they probably will 
be reinstated and get all of their back pay. 

Mr. L AWTON. That only applies in the case of a veteran. 

The Cuairman. We are trying to improve this thing. You can 
fire a veteran now if you appoint him to Internal Revenue Collector 
the President can fire him—he is not under civil service—you can 
certainly get rid of him if he is inefficient or crooked. You can get 
rid of him now, and without delay. 

Mr. Lawron. Well, you can get rid of him just as quickly under civil 
service as you Can how on that basis. You do have this right of appeal, 
but you can immediately suspend him. 

The CuarrMan, Is it not a fact that you are not able to get rd of 
civil-service employees where they actually are guilty of bribery under 
civil service? Do you not have two cases like that now, where they 
have just been reinstated, even though the agency says _— it 1s 
convinced they are guilty of taking bribes¢ Yet they have been rein- 
stated, and the agencies had to ree mploy them. 

Do you not a case like that right now / 

Mr. Lawton. That may be so. Iam not familiar with it. 

The CuarrMan. That sort of system would make no improvement 
over the present one, would it / 

Mr. Lawron. I do not think it is a particularly good system or a 
particularly good recommendation if they are actually guilty of 
bribery, no, sir. 

The CHamman. The : gency _ fired them said it is con- 
vinced they are guilty of che but the Civil Service Commission, 


acting on their appeal, sust: ained the employees and ordered them 
reinstated. They have now been reinstated, with back pay, and 
agency has totake them. Do you call that an efficient system / 

Mr. Lawron. Well. is that not somewhat akin to the fact that a 
man may be indicted for a erime, and then found not gcuiltyv of that 


erime by a court / 

The CuairMan. That is all right, if it is an action by a court, but 
vou are proposing to place these positions under Civil Service. That 
is one of the troubles with it. It is not a court in the sense that they 
are appointed and selected from the standpoint of judicial ability 
and capacity, but they get a civil service rating, and then they are 
frozen in their jobs. And the word you used a while ago is a pretty 
cood word, “freezing” you freeze this thing under a system like 
that where the tax collectors of this Nation are taken away - re- 
moved completely from any source ot chee k and responsibilit other 
than to the Civil Service. I just cannot see that it will improve it. 

Under the present system, the President of the U nited States ap- 
points them. The President of the United States can remove them 
with a snap of his fingers, if the Internal Revenue Commissioner or 
the Secretary of the Treasury tells the President that they are inefli- 
cient or that they are not conducting their offices properly. He can re- 
move them without any delay. 

Now you want to put them into a civil service service system where 
you freeze them in there for life. I cannot see that that is going 
to make for efliciency. 
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I do not believe that anyone can maintain any substantial weight to 
the claim that it will make for efficiency. 

I think the fault is not in the system we now have, but the fault is in 
the way this system is administered. 

The Secretary of the Treasury testified before this committee that he 
tried for 5 months to get Mr. Finnegan, the collector out in St. 
Louis, removed, and failed. 

Finnegan testified before another committee that he tried for a year 
to resign. 

And then you tell me it is the fault of the system. It is the fault of 
the men who are administering the system. Wherever that fault is, in 
the Commissioner, in the Secretary, or in the President of the United 
States, that is where the responsibility is—in one of those three places, 
for the way they administer this system. And it is not the fault of the 
system itself, as I see it. 

I would like to find some evidence here that you can give us that 
would be absolutely convincing that this system is wrong and that this 

other system, where you freeze them for life and place them beyond 
any control or supervision of what you call politics, is going to improve 
it. I would just like to have something conerete and specific on that. 

a Lawton. I think, Mr. Chairman, that you can get people who 

: better versed in the internal revenue methods and practices and 
procedures, who know the tax system, who have a sense of administra- 
tion, an ability to administer—you can get them easier, you are more 

~ ly to get more of them through the civil service system, than you 

e through a system under which in great part, as you recognize and 
aie. these people are not appointed necessarily for any knowledge 
that they may have of internal revenue operations, they are not ap- 
pointed for any particular qualifications they may have as adminis 
trators—they are appointed in many cases because of their political 
qualifications, their political st anding, rather than their standing as 
operators and administrators of a large organization which is collect 
ng next vear 870 billion. 

The Cuarrman. Then you emphasize by that statement exactly what 
I have said—that it is not the fault of the system, it is the fault of thos 
who administer the system. 

if they appoint a man simply for his political qualifications, then 
the man who makes the appointment is the man who is failing in his 
responsibility to the country, and not the system. 

Mr. Lawron. Well, it may not be the fault entirely of the appoint 
ing ollicer in many respects. You find a good many times if a man 
s not agreeable to the Senators from the state, he will not vet con 
firmed. 

The Cuairnman. Those Senators are elected by the people. After all. 
Cis a representative government, 

Mr. Lawron. That is right. 

The CuatrMan. You want to take it away from that and freeze these 
people into civil service, where it is not representative government. 
You say that system will be better ? 

Mr. Lawron. It is representative in the sense that very frequently 
two people have the say, and not 96 Senators, 

The Cuairman. Let us get to another aspect of this plan. We are 
voing to create 25 district offices, at least. is that correct ? 

Mr. Lawron, Up to 25, ves. 
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The Cnamman. What would be the average staff for each office / 
I know it would not be the same in each district, necessarily, but have 
vou figured out what office staff would be necessary under a district 
commissioner ¢ 

Mr. Lawron. I do not know exactly what the staff would be. I 
know the principal component functions of it is largely an administra- 
tive operation. It would have four functions, the appellate function, 
the enforcement, the collection, and the general administration, per 
sonnel, finance, and so forth, of the district area which it would super 
vise. 

The exact number of people in each of those offices, 1 think, is some. 
thing that will have to be worked out over the time of the plan. It 
will vary, as vou say, from office to office. It will depend on the 
amount of returns, the type of activities that are conducted within 
those areas, but I do not have a definite figure on any number of paneer 

The Cuarmman. It would vary, probab vy in different districts, a 
cording to the workload of that particular district. [can appreciate 
that. But I think the committee should have, and that somebody 
should be able to give the committee, some idea of what staff is going 
to be required to oper: ite those district office 

[t seems to me. if this plan is thorough aad has been developed after 
long study and research as claimed, that it was that kind of plan— 
it seems to me somebody in the Government could give us some idea 
about what will be required in the way of staffing these district 
offices. 

Mr. Lawron. [ think the one best qualified to do that would be the 
Commissioner of Internal Revenue. 

The CHairnman. Maybe he can give it tous. I believe he testified, 
senator Underwood reminds Hie, that he could not vive us any den 
ibout it. 

The word “reorganization” is a kind of magne word, it catel 
the Panes of peop le. because thev see aste fhicienev i rovern 


nent, ana whe you sa that you are cote reorganize somethine 


everybody is for it » but when you get into lese pPlalls nd see how 


they are going to carry out the reorganization, whether there will 


be any savings effected, any real economy) produced, we find it most 
liffeult to get anything that is substantial or that can be substantiated. 

Here is a plan that we claim has been developed over a period of 
> or 4 years, with research and different studies and clitterent reco 
mendations, had supposed to bea very thorough produ t: and then 
the representatives of the Crovernment come up here and we Cannot 
vet any information as to how much more it ill cost, how much more 
staffing will be required—we are 

ce the plan and pass it and Say that we have reorganized the agency, 
without knowing what the consequences will be. 

You are familiar, I assume, with these charts that have been exhib- 
ted to the committee showing F pee the Bureau will be reorganized, 
the structural organization of it as proposed. We have been informed 
that structural organization can be set up now under the authority of 
Reorganization Plan No, 26 of 1950 that went into effect, except as to 
the manner of appointing collectors. 

In other words, I understand that the Secretary of the Treasury 
can, under Reorganization Plan No. 26, set up the structural organiza- 
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tion just as outlined in this plan and in these charts they have sub- 
mitted, save and except with respect to the appointment of collectors. 
Is that correct ¢ 

Mr. Lawron. The plan in most of its elements can be set up under 
plan No. 26. It cannot be as effective as it otherwise might be if the 
collectors are appointed and we still retain 64 collectors in the areas, 
and attempt to place those collectors, presidential appointees, under 
the jur isdiction of a district commissioner. 

The Cuamman. Do you mean that plan No. 26 and the authority 
that is vested in the Secretary of the Treasury does not permit direc 
tives being issued to make the internal revenue collector responsive to 
regulations affecting his district office / 

Mr. Lawron. It would permit the Secretary to delegate functions 
to anyone, since the functions under plan No. 26 are in the Secretary, 
but it would leave him with a sort of hybrid situation that we do not 
believe would be as conducive to the effective operation of this reorgan 
ization asif plan No. 1 and plan 26 are coupled. 

The Cnarrman. Let me ask you this question: Suppose the Con 
cress should reject this pl: in but pass a bill giving the Secretary of the 
Treasury and the Commissioner every authority and every diseretion 
and every power that Reorganization Plan No. 1 gives to them, save 
and except the pl acing of the de sputy district commissioners and the 
district cena under civil service. Would that character of 
reorganization be beneficial in enabling the Bureau to series 9 it- 
self so far as this line of authority, and so forth, is concerned, is 
the abolishing of the collectors’ offices and appointing of people asia 
civil service to those positions to perform the same function—is that 
the vital purpose of this plan? Is that of such importance that the 
whole benefits of the plan will be lost unless that 1s done? Is that 
the real objective of the plan? 

Mr. Lawron. I think that it isa matter of opmion as to whether all 
of the benefits would be lost. but certainly I think to a substantial de- 
oree the benefits of the pl: in are lost unless there 1s a com ple te, direct 
line of responsibility and authority from the Commissioner. And I 
do not believe that you have that direct line when you have the question 
of Presidential appointment versus civil service appointment. 

I think that this isa better plan than it would be if the Commission 
ers or the district or deputy district commissioners were Presidential 
officers with everything that that implies as to their method of appoint 
ment and as to their status and standing versus the Commissioner's 
authority. 

The Cuatrman. Would this plan, if it goes into effect and the re 
organizations are carried out, produce any economies in this Bureau / 

Mr. Lawton. My belief is that it would. I think there are several 
Vv ays inw hich those economies W il] be accomplished, hot only economies 
to government but economies to the taxpayer. 

I think that the consolidation of many of these functions will permit 
the consolidation of space, the reduction of rental costs, the consolida- 
tion of filing systems, the reduction in travel, and that it will, in the 
case of the taxpayer, permit of sending a team of operators into a 
particular business or a particular industry and making one visit 
instead of three and four, as now frequently takes place, where you 
have a separate line running down with withholding and social secur 
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ity tax, another line running down for the returns of high amounts 
which the internal revenue agents handle, the excise taxes which are 
handled by another group operating directly out of Washington. 

Presently they have an organization in the Bureau of Internal 
Revenue which is really an organization organized by taxes rather 
than by functions. 

The excise tax, the withholding tax, the income-tax organizations 
all have direct lines ot communication from Washington to Various 
groups in the field. 

The basic reasoning behind this plan is that the deputy commis 
sioner, or the district commissioner and the deputy commissioner, are 
responsible for the collection of all taxes within that are i. that the 
direct the opers tions of the employees of the Bureau with respect to 
all dealings with the taxpayer, for the collection, the 
and everything else. 

The Cuaimman. How are the rights of the taxpayer protected 
this plané ‘Today the taxpayer has the right to go into cou 
have a trial by jury. Under this plan that right w | 
will it not? 

Mr. Law PON, No. ‘There is no rieht of the tax 
ished by this plan. 

The appellate function Is vested in the district comm) 


lissioner, 


appellate WOPrK 


from that he moves intothe Tax Court, just as he would do no 
The CrarrMan. He can gotothe Tax Court, but he can 

district court and bring a suit and have it tried before a jury, 

can now. ‘That is abolished. 
Mr. LAW PON, There Is nothing in this plan that I have 
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Mr. Lawron. The collector lias no funetion 

imself. ‘Those functions are in the Secretary. 

No my Opinion, TO sue would be as against the 
or the deputy district commissioner as now exists w 
the collector. 

The Ciaran. I think you had better have somebody look into 
the aspects of that, because LT think it is a very vital a d important 
question, 

Mr. Lawron. I will do that. 

(See }p. 15d.) 

The CHarrMan, I think you will find that vou are abolishing this, 
that 1h abolishing the oflice ot collector you are abre rating forever 
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the right of a taxpayer to bring a suit in a district court and have his 
case adjudicated there. 

Another thing, in the appeal to the Tax Court, the finding of facts 
by your deputy commissioner or your district commissioner is not 
subject to review, is it, in the Tax Court, but only questions of law 
ure adjudicated: is that not correct ‘ 

Mr. Lawton. I would have to check that to be sure of my answer, 
but I think that basically the question to be decided, of course, is a 
question of law. 

The Cratrman. That is right; and in the Tax Court. 

So by this process, by this reorganizi ition plan, you place a civil- 
service man, an appointee of the Secretary, in a qu: isi-judicial positior 
to determine facts, from which determination of facts by a civil 
service appointee there is no appeal on the part of the taxpayer. That 
finding of fact becomes final and binding against the taxpayer. It 
is made by a civil-service appointee. 

Mr. Lawron. There would be no change, as I see it, in the rights 
of the taxpayer against the heads of the agencies as they would stand 
after the reorganization plan. 

We went into this to some extent. 

Under the Reorganization Act itself, the Reorganization Act of 
1949, the attributes of the offices will continue to attach to those offices 
where the functions are delegated by the Secretary. There is a sav 
ing provision in the basic Reorganization Act itself as to the rights 
of individuals and that attaches to any of the plans that are under 
that act. It would not abolish any rights or privileges or powers or 
duties, immunities, or all of those sieaaes that are listed in the Re 
organization Act. 

The CratmrmMan. You say a deputy district commissioner, who 
takes the place of the present collector of internal revenue, would 
be subject to the same processes in behalf of the taxpayer who had a 
erievance or sought the redress of some wrong committed against 
him—that he would be subject to the same jurisdiction and the same 
processes that the present collectors are? 

Mr. Lawron. To the extent that the Secretary delegates the func- 
tions to them, as he has a them to collectors at the moment. 

The Secretary has all of the functions; if he does not delegate them, 
the right is against the Secretary; and this plan contemplates dele 
gation. It would be the same. 

The CHarrman. Then a taxpayer under this plan, unless those 
powers were ee to the Deputy District Commissioner, that is. 
a taxpayer who had a grievance and sought redress for it, would 
have to sue the Secretary of the Treasur vy? 

Mr. Lawron. That would be true right now if the Secretary with 
drew delegations that he has made up to this point. 

My point is that there is no difference between the rights as they 
stand at the present time and the rights as they would stand after 
this plan, because they depend upon ‘the delegation of the functions 
by the Secretary. The present authorities or functions of any of 
these people depend ae delegation by the Secretary, since all of 
the functions are in him. 

The Charman. It would have to be a specific delegation by the 
Secretary in order to make them responsive to processes in be half of 
the taxpayer? 
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Mr. Lawron. Just as there has been since the 1950 plan, since plan 
No. 26 was adopted. ‘There has been a delegation by the Secretary to 
the collectors. And there would have to be a del egation to whatever 
offices were established here. 

The CuarrmMan. Well, he could delegate that only to district officers 
and not to the deputy district officers; could he not ¢ 

Mr. Lawton. That is right. 

The Cuamman. He could delegate it only to the Commissioner 
without delegating it any further down the line? 

Mr. Lawton. He could do that today under the present system. 

The Cuairman. Do you think that the additional cost that is going 
to be incurred in the operation of the Bureau of Internal Revenue by 
reason of setting up 25 district offices throughout the Nation will be 
offset by consolidation and other reductions in operating expenses ¢ 

Mr. Lawron. Well, I think there is not a complete additional cost 
in setting up 25 District Commissioners, because a great many of the 
functions that they perform and will perform are performed nov 
by various offici: als of the Bureau of Internal Revenue. 

The CHairMan. How many of them are you going to el rid of 
when you set up the district offices You will have district offices 
where salaries will have to be paid to the District Commissioner and 
to his staff. Now you say that the functions will be transferred there, 
but. you do not contemplate any reduction in personnel, do you, to 
offset that increased cost ? 

Mr. Lawron. I cannot specify any particular number of people, 
no, but a great many of the functions that are here in Washington 
at the present time, of course, under this plan move to the field, to the 
District Commissioner’s level. 

The Cnatrman. I am not contending now that there would not be 
offsetting cost reductions that would compensate for the increased 
cost. I do not know. 

I am not contending that there would not be. Obviously, on the 
face of it we are going to increase the cost of operating the depart 
ment by setting up 25 district offices and stafling them, unless there 
is a corresponding reduction in personnel somewhere else, or unless 
there is a consolidation of personnel that you already have. 

Mr. Lawron. To a large degree I think it would be a consolidation 
of personnel now in existence, either in the department or in the field; 
some from the department, some from the field offices. 

The CrarrMan. That is the point I was trying to make, in all 
fairness to the plan. If it is simply to increase the cost of operation, 
then in order to justify it we would have to feel there are going 
to be more taxes collected that are not now collected, that are now 
withheld and not paid, in order to justify the increased cost, or there 
would be a corresponding reduction in personnel or. consolidation of 
personnel. 

Mr. Lawron. That is correct. 

The CHarrmMan. I am not saying that will not be done, but 1 
Wi vanted to point out that on the face of the plan, you are setting up 

5 district offices which have to be staffed and it will cost mone y to 
run them. That would be additional cost, unless there is a consoli 
dation of personnel into those offices, that is, personnel that already 
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exists, or, unless by this plan the efficiency of it would produce greate1 
revenues nee justify that additional cost. 

Senator Underwood, do you have any questions ¢ 

Senator UNpERwoop. I do not have much to add. 

The statement has been made that this would be the first blue-ribbo: 
civil-service department. 

As I understand the plan, the personnel would be made up entirely 
of civil-service employees, mostly career men in the service. 

I wonder if you think it is wise to have services of this kind dealing 
in taxes with so many business problems, and also charged with deal 
ing with the public, entirely staffed in this way, with no recruitment 
of personnel from the outside whatever ¢ 

Mr. Lawron. Well, I think that the first assumption that they 
will be entirely on a promotion basis is not necessarily a true one. | 
think that in many of these cases there will be examinations give: 
for the positions that are set forth here. they will be competitive 
examinations, and the appointees will be selected from the people at 
the top of the register, whether they are now in the Bureau or now 
outside of the Bureau. 

They will be the best qualified persons who are shown as the result 
of that examination to be such. And it certainly is not any assurance 
that every one of these positions, or a majority of them, these top 
positions will be filled by personnel now in the Bureau either as co! 
lectors or as other employees of the Bureau. It will be the result 
of the examinations which the Civil Service will hold for these posts. 

So that a businessman will have the same opportunity to compet 

a person hes may currently be a civil servant. 

Senator Unperwoop. That is all. Thank vou. 

The CHamman. I think we had better look into the legal aspect 
ot abolishing the collector’s office a little further. 

I would like to have you request your legal staff to go into that an 
ubmit to us a statement on it, an opinion, as to what the ‘consequence 
and effects are volng to he, 

Secretary Snyder pointed out in his testimony that there are tw 
ne tures of the reorganization plan which de finitely require the par 
1c Ipation ot ® ONnGTeSS : KF inst. the aboliti ion of the Sti wutory offi eS O 
pe of inte nal revenue, 

They are now created by statute. This abolishes those offices, and 
of course, re peals the statute cre: iting the office. 

And the second is, the upgrading of top administrative positi« 

As to the first point he said: 

The present organization of the Bureau rests, as you know, on 64 collectors 
offices specifically established by statute nearly a century ago.” 

The very first effect of this plan and i 
to the Secretar V5 is to abolish those st: ce offices: and the questi 
arises, When you abolish the office, what rights of the taxpayer the t 
now exist are prote cted and carrie dl into this plan? 


[ am sure the committee would appreciate your legal staff giving 


us an opinion on that as to what the consequences are going to be 
what rights of the taxpayer are abrogated by the abolishing of thi 
office, if any. 
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Mr. Lawron. We will be glad to do that, sir. 
The Cuarman. ‘Thank you very much, Mr. Lawton. 
(The information is as follows :) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington D. C., February 15, 1952. 
Memorandum for Mr. Walter Reynolds, Staff Director, Senate Committee on 
Expenditures in the Executive Departments. 

In connection with the hearing on Reorganization Plan No. 1 of 1952, Senator 
McClellan requested that information be furnished concerning the rights of 
taxpayers to sue a deputy district commissioner of internal revenue, ete. 

In that connection will you be so kind as to insert the attached page at the 
proper place in the transcript of the hearing? 

Wma. F. FINAN. 


In response to questions propounded by a member of the House of Representa- 
tives Committee on Expenditures in the Executive Departments, the Treasury 
Department has furnished what appears to be the best available information on 
the points raised by Senator McClellan. 

That information, which appears on pages 152 and 153 of the hearings of 
that committee on House Resolution 494, in the record of its session of January 
“1, 1952, is as follows: 

“Question. (1) ‘Under existing law, the taxpayer who files suit in the district 
court against a collector of internal revenue for refund of taxes is entitled to a 
jury trial. What becomes of this valuable right to a trial by jury if Reorganiza- 
tion Plan No. 1 is adopted and the Office of Collector abolished ?’ 

“Answer. Under Reorganization Plan No. 1 of 195%, there will be deputy 
district commissioners, at least one for each State, who will take over the func- 
tions now performed by the collectors of internal revenue. The Supreme Court 
has held (Philadelphia v. The Collector, 5 Wallace 720 (1866), that a suit to 
recover money on account of taxes erroneously or illegally assessed is maintain- 
able against a collector not by virtue of a specific statutory provision but as a 
result of the necessary implication arising from the provisions of law which 
impose upon him the authority and duty to collect taxes and remit them to the 
Treasury of the United States. The suit is thus in the nature of a common-law 
action of assumpsit for money had and received. Under the proposed reorgani- 
zation plan, all functions, duties, and responsibilities which, by Supreme Court 
precedent, are made essential to the founding of a suit for money had and re 
ceived against an officer or employee of the Federal Government in a tax pro- 
ceeding will be imposed upon the newly created deputy district Commissioners, 
and thus the presently existing right of trial by jury will not be disturbed in 
any Manner. 

“Question. (2) ‘In your opinion, should a taxpayer suing for refund be en 
titled to a jury trial, whether the suit is brought against the collector or the 
United States? If not, why not?’ 

“Answer. Since 1887, Federal law has denied the right to a jury trial in suits 
against the United States, whether for tax refunds or other claims. In practice, 
however, a taxpayer may have a jury trial in a tax-refund suit by proceeding 
against the collector instead of the United States. In either case the real party 
in interest is the United States. 

“One method of simplifying the tax-refund procedure might be by granting a 
ury trial in tax suits against the United States. While the Treasury Depart- 
ment would not object to the examination of this matter, this it not a proper 
subject of a reorganization plan. Moreover, the Department of Justice, which 
has an important role in the tax-refund suits, would want to present its views 
on the question. 

“As indicated previously, the taxpayer's right to a jury trial is preserved under 
the reorganization plan. 

“Question. (3) ‘Suppose the suit is for refund of taxes and penalties assessed 
for alleged fraud in the return. Should the taxpayer have the right to a jury 
trial on the question of fraud? If not, why not?’ 

“Answer. Under the present law, a taxpayer has the same right to a jury trial 
na suit to recover penalties assessed for alleged fraud as he has in a suit for 
refund of taxes. As previously indicated, this right to a jury trial will continue 
under the reorganization plan.” 
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Mr. Lawton. I thank you. 

The Cuarrman. Mr. Flemming, will you come forward, please, sir / 

Do you have a prepared statement ? 

Mr. Fiemmine. I have an outline here of some statements that | 
should like to make, Mr. Chairman. I shall be very brief. 

The CHairnman. The committee is very glad to have you here. We 
appreciate your coming and giving us your views on this plan. You 
may proceed. 


STATEMENT OF ARTHUR S. FLEMMING, CITIZENS COMMITTEE FOR 
THE HOOVER REPORT, AND ASSISTANT TO THE DIRECTOR (MAN- 
POWER), OFFICE OF DEFENSE MOBILIZATION 


Mr. FLemmine. Mr. Chairman and gentlemen, as a person who 
served with the chairman as a member of the Hoover Commission | 
am very happy to have the opportunity of appearing in support of 
Reorganization Plan No. 1 of 1952 

I am happy to do this, because it seems to me that this plan carries 
out one of the most important recommendations of the Hoover Com 
mission and, also, because it will help to provide the Government with 
a more effective career civil service. 

I am happy to do so, also, because the adoption of the plan would 
enable the Government to apply sound principles of management to 
the operation of one of our most important bureaus. 

First of all, it seems to me that the adoption of this plan would 
fix respons sibility in a clear-cut and definite manner with the Secretary 
of the Treasury for the operation of the Bureau. 

That this is not the case at the present time is shown very clearly 
by the following statement which appeared in a report of the Com 
mittee on Appropriations of the House of Representatives a few years 
ago: 

The most serious defect in the organization and operations of the Bureau is 
the fact that the men who are charged with the actual collection of revenue 
are political appointees. The Commissioner who administers the entire Bureau 
does not have effective control over the collectors throughout the country. 

And it seems to me that if the Commissioner of Internal Revenue 
does not have effective control within his own organization, it is clear 
that the Secretary of the Treasury, to whom the Commissioner reports, 
has not had responsibility fixed with him in a definite and clear-cut 
manner. 

Fixing responsibility for the operations of the Bureau with the 
Secretary means that he is then in a position to delegate authority to 
act to the Commissioners and to field officials. 

Administrators are willing to delegate such authority only when 
they know that the persons to whom they are delegating it are respon 
sible tothem and to no one else. 

If this situation does not prevail, then it seems to me that most 
administrators would feel that the risk is too great. 

When those who have responsibility delegate authority to act, they 
must be in a position to establish controls which will insure the fact 
that those to whom authority is delegated act in accordance with 
approved policies and procedures, 

And, personally, I feel that you just cannot establish such controls 
unless it is clear that those who are exercising the authority are 


responsib 
the entire 

Next. i 
that one ¢ 
tion whe 


It is, ce 
masters. 
As far 
that in s 
principle. 
It is als 
led to son 
The pl 


under Civ 
will be i 
administ! 
It is m 
conclusiol 
applied ti 
the Hoov 
tive to bo 
I recog 
civil serv 
administi 
all other 
It does 
a goal the 
As one 
agement 
who is vé 
sincerely 
the meml 
the Hous 
The C1 
This p 
positions 
missioner 
Mr. Fi 
The © 
ment, the 
would be 
Mr. F1 
Hoover ¢ 
collectors 
The Cr 
philosop!] 
eligibility 
would ha 
Mr. F1 
follows t 
could or 
The C1 
Mr. Fi 
gress cou 
Congress 


ho 
ol 


les 
Mh 
th 


ld 
to 


ld 


rly 
Mn) 
Lr’s 


1 is 
ue 
au 


ue 
ar 


‘ul 


he 
to 


lel 
mn 


ost 
1eV 
act 


ith 


ols 
ure 


REORGANIZATION PLAN NO. 1 OF 1952 157 


responsible only to the person who has the ultimate responsibility for 
the entire program. 

Next, it seems to me, that the adoption of this plan would mean 
that one of our most important technical bureaus would be in a posi- 
tion where it could develop an honest-to-goodness career service. 

It is, certainly, a basic principle of life that men cannot serve two 
masters, 

As far as collectors of internal revenue are concerned, it is clear 
that in some instances, at least, there has been a violation of this 
principle. 

It is also clear that the violation of this basic principle of life has 
led to some rather disastrous results. 

The placing of the key positions in the Bureau of Internal Revenue 
under civil service will mean that the incumbents of those positions 
will be in a position where they will owe allegiance only to the top 
administrator of the agenc Vv . 

It is my ho} ve that the Government will very ri ipidly come to the 
conclusion that the philosophy underlying this plan should, also, be 
applied to collectors of customs and to postinasters, And, of course, 
the Hoover Commission made recommendations along that line rela- 
tive to both types of positions. 

I recognize the fact, certainly, that the placing of positions under 
civil service does not insure our being provided automatically with 
administrators who will put the best interests of the country above 
all other considerations. 

It does mean, however, it seems to me that as we strive for such 
a goal the odds are in our favor, rather than against us. 

As one who is deeply interested in seeing sound principles of man- 
agement apphed to the operation of our Government, and as one 
who is very anxious to see our career civil service strengthened, I 
sincerely hope that this plan will have the unanimous approval of 
the members of this committee, and the approval of the Senate and 
the House of Representatives, 

The Cuarrman. Thank you, Mr. Flemming. 

This philosophy that you speak of is to place all administrative 
positions In this Bureau under civil service, save and except the Com- 
missioner himself, who is to be a political appointee ? 

Mr. Fiemmine, That is my understanding of this plan; yes, sir. 

The Cuamman. You would apply that throughout the Govern 
ment, that philosophy, I believe you said, in other agencies, which 
would be so constituted 4 

Mr. Fiemmine. I referred to two specific situations which the 
Hoover Commission called to the attention of the Congress, namely, 
collectors of customs and postmasters. 

The CHatrman. Would you have postmasters, in carrying out your 
philosophy and the philosophy of this reorganization with civil service 
eligibility, subject to transfer from one post office to another, as you 
would have revenue collectors in this plan? , 

Mr. Fiemnminc. Mr. Chairman, I do not think that it necessarily 
follows that because postmasters are under civil service that they 
could or would be subject to transfer from one post office to another. 

The CHarrman. Why would they not ? 

Mr. Firemuine. The Congress could provide for that or, the Con- 
gress could provide otherwise. It would depend on the will of the 


. Congress. I can see some advantages both ways. 
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Personally, I have always felt, and I did when I served as a member 
of the Civil Service Commission, that when you were dealing wit! 
positions such as postmaster and positions such as the one that we ar 
dealing with at the present time, it makes good sense to select the 
person from within the area that he is going to be called upon to serve. 

I think you will find that the history of the Civil Service Commis 
sion, in dealing with this type of position is, certainly, in that partic 
ular direction. There may be exceptions here and there, but by anc 
large when the Civil Service Commission itself has dealt with this 
type of position it has set up some kind of a residence requirement 
and has drawn the eligibles from within the area that was to be serve: 
by the incumbent of the position. 

The Cuarrman. If this plan that we are now considering goes into 
effect and it becomes law, superseding statutes and repealing statute: 
that now exist, it will do that; is that not correct ? 

Mr. Fiemmine. Yes, sir; that is my understanding. 

Senator Unperwoop. However, we can pass bills to amend it there 
after. 

Mr. Firemminc. That is correct. 

Senator Unperwoop. On any phase of it. 

Mr. Ftemminea. That is correct. 

The CuatrmMan. Congress could abolish this plan if it wanted to 
immediately after it went into effect. 

I am developing this philosophy we are talking about now. I think 
it has some implications that ought to be explored, that ought to be 
discussed. We take this is a philosophy for reorganizing One of the 
vital departments of Government. And if we set ‘this precedent here 
in this Department, possibly, as you say, it would be found advan 
Here we have a 


tageous throughout all agencies of Government. 
reorganization plan that does permit a Nation-wide examination to 
be conducted to fill these 64 deputy collector positions and the 25 
district positions. 

The Chairman of the Civil Service Commission has agreed with the 
committee or assured the committee that the Commission would confine 


those examinations to the area, I mean conduct area examinations 
where the office is located. That, however, is not the plan. The plan 
cannot be amended. Iam sure that the assurance that has been given 
to us can be relied upon. But once a list of eligibles is established 
and an appointment made in a district office or in a deputy oe 
commissioner’s office, when a vacancy occurs in that office, either b) 
death or removal, or by resignation, then no further examination need 
be held in that area. That va cancy can be filled by the transfer of 
a civil-service employee from somewhere else out of the district, out 
of the area into that office. 

That is correct under this plan; is it not? 

Mr. Fremmine. That is right. I happened, Mr. Chairman, to |» 
here the other day when Mr. Ramspeck was testifying before the 
committee. Of course, the decision which he said that he and his 
colleagues had arrived at, as far as this type of position is concerned, 
namely, that they would restrict the competition to the area 

The Cuatmman. That is in the initial examination. 

Mr. Fiemmina. That is right—to the area that was to be served b) 
the incumbent is a decision which, as I have indicated, is consistent 
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with previous decisions of the Civil Service Commission on matters 
of this kind over a long period of time. 

As I think back over my 9 years of service as a member of the 
Commission I cannot think of any specific instance where we deviated 
from that principle. 

As I understand it, that principle, restricting the competition in 
that way, is in line with your views and possibly the views of other 
members of the committee and of the Congress. 

I have read in the newspapers the testimony given by the Secretary 
of the Treasury. If I have interpreted it correctly, it is that he said 
to the committee that he would reserve the right to shift some of these 
people from one area to another. I do not know whether I am inter- 
preting his views correctly or not. 

The Cuamrman. Whether he reserved it or not, the right is re- 
served to him under the plan. 

Mr. FiemMinc. I assume that my interpretation of the Secretary’s 
position is the correct interpretation of it. 

It seems to me that if the Congress now or at some later time feels 
that that is not a wise policy for the Secretary of the Treasury to 
follow, it can take action which would restrict his right to do that 
and give him a different policy to follow. But, as I see it that is 
another issue and is not directly related to the issue of whether or 
not these jobs should be within the civil-service system. If you put 
them within the civil-service system, whether they are subject to being 
transferred or whether they are not subject to being transferred from 
one area to another, you have an infinitely better situation in that 
you have a group of men who are responsible to the Secretary of the 
Treasury and who do not feel that they are responsible to persons 
outside of Government who may have been responsible for putting 
them in their jobs. 

I think that that is the basic issue. You would have a much more 
clean-cut operating line under the proposed set-up than you can pos- 
sibly have under the existing set-up. 

Mr. Chairman, I feel that that is one of the reasons why the Hoover 
Commission made this recommendation. We did not make this rec- 
ommendation because we thought that the civil-service system was a 
perfect system and that putting the positions within the system would 
automatically:solve a lot of problems. But in all of our reeommenda- 
tions we were trying to fix responsibility at a particular point, so 
that if things go right the person who is responsible for their going 
right can be commended, and if things go wrong he can be held 
responsible for the fact that they have gone wrong. 

It seems to me that we made this recommendation to put collectors 
of internal revenue and collectors of customs under civil service in 
the hope that it would help achieve the objective of being able to fix 
responsibility with the head of the agency, so that he is answerable 
to the Congress and to the people when things do go wrong. 

I feel that the Appropriations Committee of the House a few years 
ago put its finger right on it when they simply said, in effect, that the 
Commissioner of Internal Revenue does not have control over these 
collectors of internal revenue. And they, in effect, said that you can- 
not hold the Commissioner responsible for what goes on because of 
that fact. I think that is right. 

I think this would put the Congress in a position where it could 
hold, not only the Commissioner of Internal Revenue responsible for 
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what happens down the line in these offices, but could, also, hold the 
Secretary of the Treasury responsible. 

Senator Unprerwoop. Right on that point, that is true in regard 
to the personnel, once the pe ersonnel is selected. 

Mr. Fiem™ine. Right. 

Senator Unprrwoop. Actually, unless he is the appointing offic: 
the Commissioner has no authority over the selection of personn 
unless the Secretary of the Treasury invites his suggestions. 

Mr. Fremuinc. Well, Senator Underwood, your statement is, cer- 
tainly, correct that legally the appointing officer under the civil ser\ 
ice system is the head of the agence y, unless the Congress has provided 
otherwise, which it has in some instances. But, legally, ves, thi 
Secretary of the Treasury is the appointing officer. But he woul 
have the right to delegate that authority down the line to the Con 
missioner, for example. 

Senator Unperwoop. Yes. But you have it every day where y: 
have heads of Government agencies in conflict with each other. That 
could develop. But there is no reason to anticipate it. 

The point I am getting at is that he has nothing to do, under this 
plan, with the selection of personnel. But once the personnel 
selected by Civil Service, possibly, with him making some sugges 
tions, if the y are invited by the Secret: ry of the Treasury, which thi 
plan does not require, he would have control and direction of th 
personnel, but he would have absolutely nothing to do, and neithe: 
would any organization, with any review of any tax matter. Is that 
not true ¢ 

Mr. F'temminc. Let me see if I follow you, Senator. 

Senator Unprerwoop. If a tax case comes up where there is 
question about it and where there is a good deal of doubt and questio: 
the Commissioner of Internal Revenue has nothing to do with it at 
all. It does not come to him. It goes only to the areas, and directly 
from the areas to the review board. It does not even come to him. 

The CHamman. The highest level is the district review boar 


From there it goes to the Tax Board. The Commissioner has nothing 


to do with it. 

Senator Unprrwoop. Leading up to that question, the question 
was going to ask, is: Do you think that the rules of the civil servic 
ought to ke revised, and the regulations, or the requirements for ex 
aminations, in view of the far-reaching extent of this plan to mak 
it a blue ribbon service—do you think they are adequate, from you 
experience, to cover the situation; do you think, for instance, that 
the Review Board itself would be better with no man on that Revie 


Board who has come in from the outside, say from business, who has 
been milking cows or selling shoes or selling automobiles or borrowing 


money from the bank to meet payrolls or anything of that kind—d. 
you think it would be advisable to modify the rules of the Civil Ser 


ice Commission in regard to that particular selection or to modifs 
the plan so as to have the benefit of outside thought on it in regard 


to that particular board 4 


Mr. Ftemourne. Senator Underwood, on the first point you raised, 


of course as far as the review function is concerned, the question of 
to what official it would be delegated, would be a question entirely i: 


the hands of the Secretary of the Treasury, not under this reorganiza- 
tion plan, but under the previous one, of which I forget the number 
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The Cuairman. Reorganization Plan No. 26 of 1950. 

Mr. Ftemmine. Yes, No. 26; that was adopted some time ago. 

Coming to this question of how the Civil Service Commission would 
go about deciding what standards they would use in selecting per- 
sons for these positions, I think it should be borne in mind, as Com- 
missioner Ramspeck pointed out a few days ago, that the Commission 
will work with the Secretary of the Treasury and his representatives 
in developing the qualification standards for these jobs. 

Senator Unperwoop. That is what I am referring to. 

Mr. Fuem™ine. I would say to vou that it seems to me it would be 
very desirable and very adv isable for the Commission and the Secre 
tary of the Treasury, in working out those standards, to de ve lop stand 
ards which would make it possible for persons with good, outstand- 
Ing practical experience to qualify for this type of work, as well 
persons who might have had some technical experience within the 
Bureau itself, | appreciate the fact that the persons holding those 25 
top administrative jobs must be ee administrators. 

Sometimes you can get such administrators from people who have 
moved up within the service and who have real technical competence. 
Sometimes you can doa better job ot vetting top administrators by 
going to the outside and getting people who have had practical ex- 
pe rience, 

There is nothing in the existing civil service system, or in the law 
under which it operates, or its rules and regulations to prevent that 
being done. 

Senator Unperwoop. But it is pretty largely prevented in practice. 
I do not know that either one of them said this, but as I understood 
the testimony of Mr. Dunlap and Mr. Snyder, it is their hope to re- 
cruit practically all of the higher administrative officers from the 
classified civil service in this one department. 

Mr. Fremuinea. | appreciate the fact that that is one of the things 
that has to be watched in the operation of the civil service system. 

lama oreat believer in a career service which vives peop le the 
opportunity to come in at the bottom of the ladder and move up, but 
I do not think that we should ever get ourselves in a position as a 
rovernment where we guarantee the fact that wheneve we have a 

icancy in the upper levels we are going to fill it from within. It 
seems to me that we should always reserve the rieht. and not only 
reserve the right, but indulge in the practice at various times of open- 
ing such positions up to competition from both within and from out- 
side and let those from within compete with those who want to file 
Sls outside. And at times when that kind of competition takes 
place you will get some people from the outside who will do a great 
deal in the direction of strengthening the civil service system. 

The problem that you raise is a problem that would not be peculiar 
to the Bureau of Internal Revenue. It is a problem that runs right 
straight across the Government in connection with the operation of 
the civil service system. And may I say just because I feel that these 
jobs should come in under civil service, it does not mean that I feel 
that the civil service System as it operates at the present time is 100 
percent prefect, by any means. I do not think we will ever realize 
that kind of an objective. 

Senator Unperwoop. That suggestion that I make would be en- 
tirely toward improving it because of its value to the Government. I 
am certainly not criticizing anything. 
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Mr. Fiemminea. That is right. 

Senator UNprerwoop. I believe that if you take the whole depart 
ment you will find a need there for that. I say that, judging fro: 
any business in the world, if you have a farm problem, you go ou 
and get somebody who knows something about farming to hand 
that particular phase of it. 

I just wonder when you run into these very difficult problems, pa: 
ticularly in connection with the Review Board where the taxpayet 
interest is at stake, if they will not need a viewpoint from the oe 
where the man has coped with the problem which shows whether 
needs certain expenses or allowances or other things in his een 

Mr. FLemminc. Could I point out there, as | understood Mr. Ram: 
peck’s testimony, there are about 17 of the persons who now occup) 
the jobs of collector of internal revenue who have civil-service statu 
that is, out of the total number of 64. He indicated that as far a 
those persons are concerned that the Commission was going to give 
them the opportunity of qualifying noncompetitively, ‘that is, the, 
were going to apply the same standards to them that they would a) 
ply to anyone else but they would not require them to compete wit) 
persons from the outside.” But then as far as all of these other p 
sitions are concerned the Commission will throw them open to com 
petition which means that people outside of the Government. will 
have the opportunity of filing for the examination, just as persons 
from within the Government will have the opportunity of filing. So, 
upparently, in the initial stages of this program they intend to do 
just exactly what you have in mind. 

I think it will be very important for the Commission to draft quali 
fication standards that will recognize experience outside of Govern 
ment. The qualification standards could be weighted in such a man 
ner that only a person who had been on the inside of the Government 
would qualify, or at least get a high rating. That should not be done. 

And knowing Mr. Ramspeck as well as I do and the people that 
he is working with, I am sure of the fact that will not be done. 

I am sure of the fact that the open competitive examinations for 
these jobs will be of such a nature as to make it possible for the people 
with good experience on the outside to come in and qualify and be 
considered for appointment along with people who may be inside of 
Government. 

I am in complete agreement with your philosophy Senator Under- 
wood. I feel that as long as the Civil Service Commission is being 

administered by Mr. Ramspeck and his two colleagues that you ca 
be sure of the fact that that kind of philosophy w ill prevail. 

Senator Unperwoop. I can join with you in that high opinion of 
Mr. Ramspeck. I think that he has the confidence of Congress. 

Mr. Fiemmine. I used to have to appear before him when he was 
chairman of the House Civil Service Committee and I became prett) 
well acquainted with his points of view along that line. And I know 
that he does feel that way. 

Senator Unperwoop. Thank you. That is all. 

The Cuarrman. Mr. Flemming, what can be done to improve the 
Civil Service now with reference to getting rid of civil-service em 
ployees who are incompetent or inefficient: or guilty of misconduct? 
We seem to have a lot of trouble getting rid of them. 
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Mr. FtemMine. That, of course, is a question that has always both- 
ered those who have been sincerely interested in the development of an 
honest to goodness career civil service. 

I think the first thing that ought to be pointed out is that Govern- 
ment administrators do get rid of more employees than sometimes 
they get credit for vetting rid of. 

I saw a press release from the Civil Service Commission just a 
few weeks ago. I think it was released by Mr. Ramspeck. In that 
release the Commission called attention to the number of persons who 
had been dismissed from the service over a period of, approximately, 
12 months. 

My recollection is that that figure ran up around 17,000 which in- 
dicates that some administrators do find it possible to get rid of civil- 
service employees. 

Senator Unperwoop. That included many very competent people. 
Are you speaking of dismissals for some reason / 

Mr. FiemMinc. That is my understanding. 

Senator Unperwoop. Because there were a great number of civil- 
service employees who were thoroughly competent and who had letters 
testifying to that effect who were bumped. 

Mr. Fiemurne. Yes. My recollection, Senator, and I would cer- 
tainly want to check it, because I am not as close to that as I once was, 
is that that same story contained figures on the number of persons 
who had lost their jobs as a result of reductions in force or as a result 
of being bumped out of their jobs because of reductions in force. 

That was not, according to my recollection, included in the 17,000. 
When I correct my testimony for the committee I will check that with 
the Civil Service Commission. 

Senator Unperwoop. I wish you would and put those figures in 
there. And, also, if there are any figures on the number that have 
been bumped, and information as to how long they have served, and 
why they were dismissed, and whether this was done as the result of 
the new modified orders or how it happened, we should like to know 
that. You have had people who have been in the service 15 or 16 years 
who were dismissed within a few months after the time that would 
advance them to another grade. 

(Norre.—During the fiscal year ending June 30, 1951, 17,288 Federal employees 
were discharged, and another 17,089 lost their jobs because of reduction in force.) 

Mr. Fremminc. I would like to say quickly and parenthetically 
there that that kind of thing can happen. And it happens pretty 
largely because of the provisions of the Veterans’ Preference Act. of 
1944 which does give the veteran an absolute preference in reduction 
in force. I am talking now about a veteran who has civil-service 
status. Oftentimes a veteran, with just a few years of service, will 
bump a nonveteran who may have had 15 or 20 or 25 years of service. 

That is a problem that the Senate Committee on Post Office and 
Civil Service has been directing its attention to over a period of the 
last year or two. And I think, probably, some changes c ould be made 
in that law that would still preserve the concept of veterans’ preference 
and yet not be quite as harsh in terms of throwing out of jobs people 
who have put in as long a period of service as you “have indicated, 
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But going back to this question of firing employees, I was here whe: 
Mr. Ramspeck explained to the committee the procedures which are 
now incorporated in law and in the civil-service rules and regula 
tions on dismissing a civil-service employee. You will recall, if you 
are dealing with a nonveteran, that the procedure is a very simple 
procedure; that the head of the agency presents charges, that the em 
ployee has the opportunity of responding to those charges, and whe 
his response is received he can be fired. He is not even entitled under 
law to a hearing within his own department, and he has no appeal to 
the Civil Service Commission unless he alleges that the discharge was 
made on political or religious grounds. And there are very few ap 
peals of that kind made to the Commission. 

When you are oe with a veteran, ae rv the Veterans Prefe: 
ence Act ‘of 1944, as amended once or twice | V the C ongress, you are 
required to follow au more involved procedure. 

The veteran must be given 30 days’ notice. He must be given an 
opportunity to reply. He must be given the opportunity for a hearing 
within his own department, that is, the head of his own department 
must give consideration to the matter. 

If the head of the department decides against the veteran, then he 
does have a right of appeal to the Civil Service Commission. So that 
that is a longer process. 

1 appreciate the fact that at times after that process has been fo! 
lowed the head of the agency may lose out. And I appreciate the fact 
that at times there may be those who would seriously question the de 
cision of the Civil Service Commission in a particular case. But I 
do feel that before conclusions are arrived at relative to a decision 
of the Civil Service Commission in that kind of case the Commission 


should have the opportunity of presenting the full story as to why it 


arrived at the decision that it did. 

I have heard Mr. Ramspeck, Mr. Chairman, say, not since he has 
gone into this job, but when he was chairman of the House Civil 
Service Committee, that really the only thing that is absolutely neces 

sary in order to get rid of an incompetent or inefficient civil-service 
employee is to have an administrator who has backbone enough to get 
rid of him. 

1 am not at all sure that the situation in Government is any differ 
ent on that score than it is outside of Government. 

May I say as one who has now had some experience in the field 
of educational administration that if you have an incompetent or in 
efficient person on your faculty with tenure, I think you might find 
that it was even more difficult and might take a little longer to get rid 
of such a person than it does to get rid of a person within civil service. 

The Cuatrman. They operate under contract, do they not / 

Mr. Furmmine. Yes, but they get what is called tenure after they 
have been on the job for a certain period of time. And after that, 
there are certain standard procedures that have to be followed if 
person with tenure is to be dismissed. 

Do not misunderstand me. I think, the procedures are O. K., 
cause it seems to me that an educational institution should have to 
proceed carefully if it is going to discharge a faculty member with 
tenure. 
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I think that is one thing which we should keep in mind here, namely 
that there is such a thing as a probationary period in the Feder: ul 
career service. .And if a person is really incompetent and inefficient it 
ought to begin to come to light during that probationary period. And 
an “administr: ator can fire much easier during that probation: iry pe- 
riod than he can afterward. Some of them do not take full adv: antag 
of their rights along that line. 

So I think it really comes down to the fact that the only cure is to 
stiffen the backbone of administrators, and to make administrators un- 
understand that they are expected to et rid of incompetent and ineffi- 
cient e mployees. 

The Cramman. I do not reeall the name of the person, but there 
was a press story recently about some employee in_a department 
here—I think it was in the Bureau of Printing and Engraving, was 
it not—who had appealed, and it cost the Government, according to 
the news story $500,000 to handle that. And then that person was 
reinstated with back pay. 

Mr. Fiemminea. Yes, I saw that story. I think that was the Gov 
ernment, Printing Office, if my recollection is correct. 

I think the latest deve lopment in that case is that although the dis- 
_ court rendered a decision of that kind, the decision was reversed 
by the C ireuit Court of Appeals for the District of Columbia. 

The Caiman. But those stories get in the press, just like this 
one yesterday about two customs employees that the Department 
found were cuilty of taking bribes and discharged them. And the 
Civil Service Commission reinst: stad them with back pay. 

Mr. FLemmMine. I assume that they are, probably, veterans. 

The CuatrmMan. They are veterans. 

Mr. FiremMine. That is right. 

The Cramman. It may be the fault of Congress, in the law we 
passed, but I just can not believe that there is any justification on 
earth for keeping people who are incompetent or inefficient or who 
are guilty of misconduct. I do not believe a citizen has a vested 
right to a Government job. 

Mr. FLEMMING. You are absolutely correct. I agree with you LOO 
percent on that. 

That is one of the things that you have to kee p emphasizing, I 
think, as you deal with various groups of citizens. There are those 
who feel there is some kind of inherent right to a Government job. 

My own feeling is that it is a high privilege that should be extended 
only to people who are qui alified to disch: arge the duties and respon- 
sibilities of a public office. 

I do not know anything about these two cases, Mr. Chairman, but 
I would urge that the Civil Service Commission be given the oppor- 
tunity of stating to the committee just why it arrived at the decision 
that. it did in those cases. 

The Cuatrman. I think it certainly is proper for them to give an 
explan: ition of it to some committee in the Congress. I do not know 
that it should necessarily be this one. 

Mr. Fiemmine. In view of the fact that this committee has before 
it what I consider to be a.very important recommendation relative to 
the Civil Service System I think it would be a good thing to have 
the explanation submitted to this committee. 
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The CuHarrman. I did not want to place emphasis on it from that 
standpoint. I do believe it would be our place to inquire about it in 
these hearings. If we are going to blanket everything into civil 
service, all of the administrative positions in the Internal Revenue, | 
think we have to take into account how civil service now operates. 

Mr. Fiemmina. I agree with you. It seems to me that whatever 
attention the Congress finds it possible to give to the operation of 
the Civil Service System, with the end in view of strengthening that 
system, is bound to pay dividends. 

I do not think there is any argument about that. 

Our system of checks and balances ought to operate in this field 
just as it operates in other fields. 

The CHarrman. I do not go along with this idea that today the 
internal-revenue collector has no responsibility to the Commissioner, 
because he is appointed by the President. I cannot understand how a 
Presidential appointment to a subordinate position would re that 
appointee beyond the pale of direction and authority, simply because 
he is a Presidential appointee. I cannot go along with that. 

I do not know of any internal-revenue collector—there may be 
some, but I do not know of anv—who does not feel that he does not 
have a direct responsibility to the Internal Revenue Commissioner. 

Mr. Ftxemmina. I suspect that the House Appropriations Commit- 
tee when they used this sentence— 
the Commissioner who administers the entire Bureau does not have executive 
coutrol over the collectors throughout the country— 
had something in mind along the line that I have indicated. 

I fully appreciate the fact that the way the present system oper- 
ates, some political leader could be responsible for John Jones going 
in as a collector of internal revenue. 

The Cuarrman. That may be absolutely true. 

Mr. Firemmina. Then he might have good sense enough to keep his 
hands off, and he might subscribe to the theory that the best politics 
is a good administration. He might feel that if he starts interfering 
with this particular collector of internal revenue why, that would not 
be good administration, and, therefore, it would not be good politics. 
But on the other hand, under the present system you could have a 
political leader who would not subscribe to that particular approach 
and who would constantly be trying to bring pressure to bear on the 
collector of internal revenue, telling him how to run his office. And 
when the collector of internal revenue balked, he would say, “Wait a 
minute, who put you in that job?” 

At that point you have established two lines, one line running to 
the political leader who was responsible for putting him in the job, 
and the other line running up to the Commissioner of Internal Reve- 
nue and on to the Secretary of the Treasury. 

Senator Unperwoop. But you do not think that a man who has 
been elected by the people is as keen on those matters as a man who is 
appointed to a position and whose identity in many cases is not even 
known by the people in the State where he has to live the rest of his 
life? 

Mr. Fiemmine. The person I have the highest respect for is the 
person who has to be and is elected by the people. And he does have 
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to take into consideration a great many of the things that I am talk- 
ing about. But as a practical matter it seems to me that so often 
I the political leader is not a person who has been elected by all of the 

people. He isa person who has been put in a position of responsibility 





r as a result of working up through his own political organization. He 
f does not have that same feeling of responsibility to the people that 
t the elected officeholder has. He is the person who so often is respon- 
sible for the political appointee getting the job. He is the person who 
puts the pressure on. 
(dl I appreciate the fact that elected representatives of the people just 
do not have the time to go into all of these personnel matters. They 
e have to rely on the politics al leaders. 
5 I cannot help but feel that the House Appropriations Committee in 
‘ making the statement to which I previously referred had in mind cer- 
ut tain collectors who, instead of feeling that they were responsible to the 
8 Commissioner of Internal Revenue felt that they could say to the Com- 
missioner, “Look, I will listen to what you say, but this fellow over 
,e here is the fellow that put me in the job and is the fellow who could 
rt get me out of the job. Therefore, I have to listen to him, too. And 
when the two come into ¢ ‘onflic t, if I really want to hold my job, I will 
t- listen to him and not to you.” 
The Cuairman. Do you think that the President of the United 
"= States would countenance such a situation if it was called to his atten- 
tion ¢ 
Mr. Fiemnine. Let me indulge in the assumption that he would 
: not, if it were called to his attention, but let me, also, say—— 
a The CuatrMan. What is there to keep the Internal Revenue Com- 
1g missioner that he appoints and the Secretary of the Treasury that he 
appoints from calling it to his attention and getting action ? 
Mr. Fremmine. He conceivably could do it, but when one thinks of 
i the duties and responsibilies which rest on the shoulders of the Presi- 
” dent of the United States today, it is difficult to visualize him spend- 
ng ing very much time running down situations of that kind and doing 
ot anything about it. 
_ The Cuamman. He does not have to run it down. The line of au- 
i thority is already established—the Secretary of the Treasury and the 
a Commissioner that he appoints. He puts the responsibility in them. 
he Do you not think that the President would be responsive to them 
nd if they said, “Here is a man who is a scoundrel sand conducting his 
ba office improperly and inefficiently and crookedly” 
Do you not think that the President could remove him just lke 
to FF that? 
ob, Mr. Fiemmine. Of course, the President has the right to remove. 
” There is not any question about that. 

Mr. Chairman, our practical experience with our form of gov- 
= ernment down bri the years has been that very often such action 
— is not taken. I do not care w ho is the President. I do not care what 
his party is in power. Our experience with the system of political ap- 
- pointment leads to the conclusion that the political appointee feels that 

his primary obligation is to the person who got him the job, rather 
he than to the entire country. 
_ Might I, also, say this, that I am not thinking solely in the terms of 


a political leader who is ordering a collector of internal revenue to be 
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corrupt—I am not thinking of that solely. Let us assume that the 
political leader is saying to ‘the collector of internal rey enue, “Here is 
a way'in which I think you ought to run your office, just from a 
straight business point of view. 

And at the same time the Commissioner says to him, “Here is the 
way I think you ought to run your office.” 

You have two bosses then telling this collector how to run his office. 

I just do not think that a man can serve two masters. He has to 
have one boss. And under the system of political appointment he 
does not have one boss, he has two bosses. 

The CHarrman. I think that is a rather far-fetched possibility to 
begin with. I cannot conceive of a Senator who may recommend the 
appointment of an internal revenue collector then undertaking to tel] 
him how he must run his oflice contr: ary to the instructions he gets from 
the Commissioner and the Secretary. I cannot conceive of that. 

Mr. Fremuine. Mr. Chairman, you will notice that I did not say 
that a Senator would dothat. Asa matter of fact, as I understand thi 
duties and responsibilities of your very high office, a Senator does 
not have the ume to do that. 

The CHairMAn. He may not have the time, but I cannot conceive of 
anyone w sin ra do that. 

Mr. Fuemine. What Iam thinking of, Mr. Chairman, is the politi 
cal leader who made the recommendation in the first instanc e, or il 
the final instance, and who feels that he is the person who is responsi 
ble for John Jones going in as collector of internal reve nue, and John 
Jones feels the same way about it. That, it seems to me, is where you 


eet. this dual line much more so than in the case of a Member of the 


House or in the case of a Member of the United States Senate. 

I just cannot get it out of my own mind that such a person has a 
loyalty that runs to the political leader who puts him in the job, and 
then he has another loyalty that runs to his top administrator. And 
it is conceivable that the two may come into conflict. And when they 
do it is altogether possible that collector is going to resolve that conflict 
in favor of the person who obtained the job for him. 

Senator Unperwoop. Do you not believe that men who run drug 
stores, who are mayors of cities, are absolutely honest as mayors ? 

Mr. FLEMMING. Sure. 

Senator Unperwoop. And who absolutely do things to the detriment 
of their own private for the public good 4 

Mr. Ftemouinc. Absolutely. 


Senator UnpEerwoop. Do you not believe that the men who serve 


on church boards, who are businessmen, too, that they would not 
think of trying to palm off property in which they had an interest 
on the church? 

If you carry your thought to the logical conclusion, no man eal 


serve two masters in a complicated relation such as we have here, 


we will not have anything in the country or anybody in a position 
of responsibility except career people, and you are going to deny 
to the whole Government such people. And by career people I mea 
to include military as well as civil service and other governmental 
functions, those in agriculture and school services, and so forth. 

You are going to deny that to the people and tothem. The military 
recognizes that in going out and getting men from the Reserves. 
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Mr. Ftemmina. Please do not misunderstand me. I have tried to 
point out what I mean by these collectors of internal revenue being 
in a position where they are serving two masters. Please do not 
interpret that to mean that I am reflecting in any way on the political 
leaders of a city or a county or a State or at the Federal level. 

Senator Unperwoop. I have the : advantage of coming from a free 
State where there are no individual leaders. I mean that really 
seriously. I do not think we have that bossism to which you refer. 
And that I think is bad. 

Mr. Fiemme. I think it is fair to say that I, likewise, come from 
that kind of State. I am one who has had some responsibility for 
an educational institution and rather than looking down on political 
activity, we have tried to urge our students as they go back into com- 
munities to line up with one political party or the other, to get into 
it and to become very active al ipants in the life of some political 
party. 

I feel that that is an obligation that rests upon all citizens. Tam 
not reflecting on the rank and file of political leaders. The fact of the 
matter is that I feel that the rank and file of political leaders render a 
very fine service to this Nation and a service that has to be rendered. 

Senator Unperwoop, They carry great responsibility. 

Mr. Fuemine. That is right. 

Senator Unperwoop. What I feel is that this selection is going to 
be political, any way you take it. It will be political. You are just 
moving it down three pegs to the Commissioner of Internal Revenue, 
instead of having the President do it. That does not per se make it 
nonpolitical-instead of political. 

Mr. Fremmine. It does not per se make it that way, but it does 
put it within the framework of a system under which you have got a 
far better chance of having it handled on a nonpolitical basis than 
you do where the appointment is due directly to the recommendations 
of a political leader. 

[am sure that you and I would agree that the present system of 
appointment of collectors is 100 percent political. It is done through 
our regular political machinery, party machinery. 

Whereas, if these jobs are brought within the civil-service system 
there are a lot of checks and balances in that system that are designed 
to prevent it from being 100 percent political. And in my judgment 
it would not be 100 percent. political. 

I would be naive and unrealistic if I said that politics would not 
ever enter into any appointment of people in the Bureau of Internal 
Revenue as a result of these positions coming under civil service. 
Sure, it will happen, but the odds will be against it. Whereas now 
the odds are all im favor of it. 

Now we have a system where a man is called upon, is forced, to 
resolve conflicts between the person who gave him the job and the 
person he is supposed to be reporting to. IT do not think that is 
healthy. I do not think we can get good government as long as you 
have that conflict. 

Let me assume that the motives of the political leader are of the 
highest. In many instances they are. In some instances they are not. 
You still have set up a conflict that means that you are very likely to 
get poor administration. It is inevitable. 
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No business organization would try to put a man in a key job and 
have that man in a position where he felt that he must listen to some- 
body outside of the business organization, as well as listen to the pe: 
son who is his boss within the business organization. Business knows 
it would not work. Business would not permit that kind of situation. 

I think government must apply sound principles of management 
to its oper ation, just as any business organization has to. 

Senator O’Conor. Can we not assume that those of us who have 
had some practical experience in the operation of political organiza 
tions can bear testimony to the fact that they are in the main con 
posed of patriotic, honest, and decent-thinking people? 

Mr. Fiemmine. That is right. 

Senator O’Conor. But in such a situation as this, which calls for a 
very specialized system, would not the chances of getting neo who 
have no divided allegiance and who are looking primarily to the 
public good, be improv ved by placing it in the proposed system / 

Mr. FiemMiNe. That is nght. 

Senator O’Conor. I make this point without saying, ipso facto, 1 
will be venal if it is done otherwise, because we know that in many 
instances the political organizations have recommended very fine 
people. 

Mr. Ftemmine. That is right. 

Senator O’Conor. but of course the primary purpose for the exisi 
ence of a political organization is to increase its influence, its potency, 
and it is to be expected that they would have that thought im mind 
always and, therefore, the chance would be better, though they may 
not be perfect, of getting men who will be above any improper trans 
action. At least, the chances are better of getting people who will 
devote their attention primarily to the service / 

Mr. Fiemmine. That is the way I like to put it. 
completely. 

Under this system, under the civil-service system, we are bound to 
get. some people who will develop on their own initiative some loyalties 
on the outside and who, because of that, will go wrong. They have 
to be ferreted out. 

Senator O’Conor. Do you not feel in that instance which, unfor 
tunately, does happen and has in the past—and might be expected 
to happen in the future—that the chance of detection and the chance 
of removal are better if it is under the proposed new system / 

Mr. Ftemmina. That is my judgment; yes. 

The CHarrman. Would you think that, as was indicated by M 
Lawton in his testimony, this same philosophy should be applied 
throughout the Federal Government? If it is good in the Internal 
Revenue Bureau, it seems to me it would be good also in the Depart 
ment of Justice and in the United States marshal’s oflice, in thie 
United States district attorney’s oflice—they should all be under 
civil service? Would you not think so, if this is good for the Bureau 
of Internal Revenue, that it would be good for the other departments’ 

Mr. Fitemmine. My answer is yes, “I believe in the application of 
this principle throughout the executive branch. 

The Cuarrman. Would it not, also, be true with reference to tlie 
staff of the Justice Department here in Washington / 
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Mr. Fiemminc. Yes. I assume you are thinking primarily of the 
attorneys. 

The Cuarrman. The President would appoint the Attorney Gen- 
eral, and from there on it ought to be civil service ¢ 

Mr. FLemmine. I would give him some assistants, that is, to the 
Attorney General, who are not under civil service. You will recall 
the Hoover Commission recommendation on other departments was 
that under the Secretary there should be Assistant Secretaries who 
would be political appointees, but there should be one Assistant Secre- 
tary in the administrative field who would be a career civil servant. 

The CHatrmMan. Well, give him one or two, but I am talking about 
the general line of employees. 

Mr. Fiemmine. I think definitely that Government would be better 
off if our legal staffs were under a civil-service system, which would be 
adapted to the problems of the legal profession. I do not think that 
you can just impose on the legal profession the same procedures that 
you might use in recruiting stenographers, for example. 

I feel that it would be a decided improvement if the members of 
the legal profession who are in Government service were recruited 
under civil-service standards. 

The Cuarrman. I am making this point sincerely and not faceti- 
ously. If this change that we are going to make in the Bureau is 
good for that Bureau, I cannot see why the same procedure, the same 
standards, should not be applied to all agencies and departments of 
Government. 

Mr. Fremmine. Mr. Chairman, I would agree. And as you know, 
that is consistent with the recommendations that we made in the 
Hoover Commission reports. Wherever we spotted positions of this 
kind, we did recommend bringing them in under the civil-service 
system. That is why I referred specifically to postmasters and collec 
tors of customs. 

The CHamman. In other words, this is a sort of innovation in 
reorganization. And if it is good in this department I cannot see why 
it should not apply to others ‘and be applied to them. 

Mr. Fiemmine. I do not know that you would regard it as an in- 
novation. It seems to me it is rounding out a program to which the 
executive branch of the Government has been committed for a good 
many years. 

[ do not know what the exact statistics are at the present time, but 
when I was still a member of the Civil Service Commission something 
like 92 or 93 percent of the total number of jobs, not people now, but 
the total number of jobs within the executive branch, were under the 
civil-service system. So that this is simply rounding out a program 
that the Government has been following for a good many years. 

The Cnatmrman. That would not apply to administrators, ao 

Mr. Fiemmine. Yes: in a great many instances. Again I do not 
recall the statistics on the number of bureau chiefs, for example, who 
are under civil service, but a’ very large percentage of the bureau 
chiefs in the Federal Government today have civil-service standing. 
Sometimes the job is under civil service and sometimes the job is not, 
but many of the incumbents have civil-service standing. 

Take the Forest Service, which I think on the whole has done a 
very outstanding job administratively speaking. The career service 

94648—52——_12 
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there runs right from the top to the bottom of that particular bureau. 
You will find that in many bureaus. 

The CHarrman. I am very sincere about this. If this change is to 
be made in the Internal Revenue Bureau, I think the change shoul 
be made in the Department of Justice with reference to district «i 
torneys and with reference to United States marshals. If it is good, 
if it is sound, if it is an improvement in the Bureau of Interna 
Revenue, it certainly would be sound and an improvement in tli 
other departments. 

Mr. Fiemmine. I agree with you. I think your position is ver) 
logical. I personally feel that it isound as far as the Bureau of | 
ternal Revenue is concerned. I would go along with you on the oth 
types of jobs. 

The CHarrMan. It is said, of course, the charge is made frequent! 
and not altogether without some basis that we are reluctant to give Wy 
patronage. These are patronage positions, regarded as such. Ther 
fore, our opposition to this plan or any other similar one that would 
place everything under civil service stems from the desire to hold ont: 
patronage. I speak for myself only. I have never found patronage 
political asset in any sense. 

Mr. Fieaine. I know. 

The Cuairman. I think it is a lability, but at the same time I cd 
not care how many you put under civil service, from top to bottom ot 
government, the elected representatives in the Congress are the one- 
who are going to get the complaints. The people back home are going 
to write and say “Why do you not do something about it 

Mr. Fremauine. Correct. That i . why personally I believe so whole 
heartedly in this particular plan, because it seems to me it puts thi 


elected representatives of the people in a position where they ca 
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are getting.” 

And the department head cannot turn to you or to 
ber of Congress and say, “Well, I am sorry. 
what is happening.” 

Under this you put the 
head. 

The Cuarman. Why is not the responsibility there now ? 

Mr. Fuemminc. Here is a committee of Congress, the Appropria 
tions Committee, that came right out and gave any head of the Trea: 
ury Department an out when it said that ‘the Commissioner does no 
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the reason he does not have it is the very situation that we have bee: 
discussing here; namely, this dual allegiance or dual responsibility. 


It seems to me that if vou put these positions under civil service 10 


committee of Congress will come in with a report of this kind. Yo 
just do not give the head of the agency an out. 
and if things are going wrong he has to assume responsibility for 
fact that they have gone wrong. And then the Congress of the Unite 
States can take appropriate action. 
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go-round when they try to fix responsibility for what has happened. 
And so often that is true. 

I was talking along this line with a Member of Congress not long 
ago who told me about a hearing that he participated in over on the 
House side where they were trying to pin responsibility for a particu- 
lar action. And they were referred to this bureau and that bureau 
and still another bureau until he said finally they were completely 
confused and did not have the slightest notion who had responsibility. 

As you know, we felt as members of the Hoover Commission that it 
is this kind of situation that ought to be corrected if we are not going 
to destroy our whole system of checks and balances in this country. 
When Congress becomes frustrated, then that system of checks and 
balances is no longer effective, but when Congress can put the finger on 
one man and say, “vou are responsible.” and hold him accountable, then 
it seems to me that we really have an effective system of checks and 
balances, 

I think we should do everything we can to put the Congress in a 
position where it can exercise effective control over the executive 
branch of the Government on such matters as you are talking about. 
We do not do it when we put a bureau chief in a position where he can 
honestly say, “I really do not have control over all of the keymen in 
mv organization. 

The ¢ ‘HATRMAN. I do not subscribe to that. I wholly disagree with 
you. I think you still have control. 

If you have the appointive and removal power, you cannot tell me 
that you do not have control. 

And the President has the appointing power, and the President 
can remove. And to say there is no responsibility does not add up. 

Mr. FuemMina. I appreciate your point of view, Mr. Chairman. 

Personally, I happen to agree with the point of \ lew expressed | 
the Appropriations Committee of the House. 

Legally, I think, your position is correct. But I think, as a practical 
matter, the position of the House Appropriations Committee was t] 
correct position. That is why I favor this particular proposal. 

Senator Unperwoop. I do disagree with your theory absolutely, on 
this business and believe that you are carrying it too far, in my oy, 
that no man can serve two masters and that you are believing he is 
under an obligation to be dishonest in either capacity. 

[ have had a little experience in business. I ran one for 7 or 8 years 
asa general manager on borrowed money. 

A business, in the first place, would employ a certified public ac- 
countant. That is,a certified public accountant who would during the 
vear work for 100 or 1,000 or 1,500 or 2,000 different clients. He is per 
fectly honest in his loyalty to every one of them and a" his honesty, 
from an ethical standpoint. 

Any business in the world would hire a lawyer who had 40 or 50 
different clients. Of'course, they would not employ a lawyer who was 
representing a contrary client in a lawsuit, although it often is done 
A lawyer will be perfectly honest in advising both ¢ lients as to what 
is the best thing they can do before it comes to the point of a lawsuit: 
that is, if he is an honest lawyer. And many times, by agreement of 
the parties who are in agreement, they will go to the same lawyer and 
ask him because they know he is honest and straight and well-informed. 
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You have ex officio members of practically every State board whio 
are named on there because they have other businesses and other loyal 
ties that give them their information and the ability that makes them 

valuable in the position in which they serve. 

The man who is the head of a college of agriculture may also be the 
head of an experimental station and may also be one of your land. 
bank members or your farm-loan-agency members. He is put on there 
because of the knowledge he has gained in one field that is useful in 
another. 

Mr. Ftemmine. Might I say this, that [ certainly am not contending 
that every time you get a conflict of interest of this kind it leads to 
dishonesty. 

My basic premise is that when you get a conflict of interest of this 
kind it will inevitably lead to poor management. 

lake your lawyer or your certified public accountant. It is true 
that they have a great many clients but, if I go out and hire a lawyer 
to handle a case for an organization for which I have responsibility, a 
far as the subject matter of that case is concerned I expect him to be 
sinirenbale to just one person; namely to the head of my organization. 
And I do not expect him to be answerable also to other people. 

Senator Unperwoop. He has that capacity as long as he is serving 
in ‘that capacity, but by the same token, I say, that you could take a 
banker and let him for the time being divorce himself from his bank 
and serve, for instance, on a review board. And, if he is an honest 


man to start with, he might render very valuable service to the country 
or to the Government. 

Mr. Ftemmrne. You and I are in complete agreement there. ‘The 
Government utilizes that idea constantly when it brings people in who 


serve as consultants in special fields. I think that is a very desirable 
practice. 

The only point I am trying to make, Senator Underwood, is that 
whether you are dealing with Government or business organizations 
you cannot have a situation where a man in reality has two bosses at 
the same time, with the possibility of the interests of those two bosses 
coming into conflict and making it necessary for him to resolve that 
conflict. 

My only contention is that, whenever you develop a conflict betwee 
the political leader and the administr ator in government where thi 
political appointee is caught in between and has to resolve the c eaiiict, 
there are times when he will resolve it in favor of the political leader 

rather than in favor of the administrator. 

Senator Unperwoop. And, if he does, my contention is that the po 
litical leader will get kicked out a whole lot quicker in many 
his own people than the man. 

Mr. Fiemmrina. It might happen sometimes. 

As you and I indicated a while ago, we do know of situations in 
this country where that has not proved to be the case. 

We do know of situations where the political leader is what you 
referred to as the boss who has entrenched himself in power and keeps 
himself there. That is the kind of situation I am thinking about. 

Senator UnpErwoop. Is it your thought that the way to remove that 
is by supplanting it with a completely. divorced system entirely gen 
eraled by West Pointers, you might say? I am thinking of that. 
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Mr. Fiemmine. And I am completely sympathetic with your point 
of view. I think this country has developed a civil-service system 
which makes it possible to accomplish the objective you have in mind; 
namely, by opening these jobs to competition and by setting qualifica- 
tion standards under which people with the kind of experience you 
have talked about could qualify and could come into the service. I am 
in complete agreement with the idea that to have a strong, virile, dy- 
namic career civil service we must at various times open up some of our 
key administrative jobs to open competition so that the type of person 
you are talking about can compete and come into the service. I think 
that is a good thing. 

But he comes in then as a result of having competed with some of 
his fellow citizens on the outside and some of his fellow citizens within 
the Government. He has established his own superior qualifications. 
And he goes in and takes the job as a career civil servant, and he does 
not owe any loyalty to a political leader on the outside. 

Senator O’Conor. I did not understand that you said there was the 
slightest indication of any instance where any countenancing of wrong- 
doing would necessarily follow or was attributable to the political 
leader as such. In other words, we start off with some of the thoughts 
[expressed before, when I said that from my own personal experience 
I found them to be upright in the main, and by far the greater number 
to be decent-thinking and patriotic individuals in every sense of the 
word. In regard to the appointment to boards and others, those of us 
who have had experience in appointments as governors of States have 
purposely selected people who have had knowledge of business admin- 
istration, of buying, and possibly professional status. To put them on 
boards would bring to that board the benefit of their experience in 
their particular fields, and the composite judgment of the board would 
be advantageous to the whole. There would not necessarily be any 
conflict of interest when they would come to a meeting. 

But this is how I see it in this instance, and I want to see if there 
is anything further you want to add. Without assuming that the 
political leader is in any sense more likely to lend himself to any 
improper conduct or any wrongdoing, nevertheless the possibilities 
are lessened for the incumbent, who may, as a member of the political 
organization, or had the direct appointee of it and thereby, to some 
extent at least, answerable to it, feel that he had some obligation when 
approached by another member of that organization who may have 
an interest in a given case in the bureau. The possibilities are lessened 
for such contacts which could lead to some dereliction of duty. 

Mr. Fiemmrine. I agree with you completely. 

As I see it, as members of political parties we try to get into posi- 
tions of political leadership people who can effectively run campaigns, 
who look forward to the next campaign, and who can help us win 
elections. 

It is a perfectly natural thing for a political leader who has put 
John Jones in office to ceme to John Jones and say to him, “Look, if 
you handle this case in this particular way it will mean that we will 
lose so many votes at the next election.” 

What he is keeping in mind is his objective; namely, of winning the 
election, 
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Senator Unperwoop. If he has any sense, he will say, “Well, if we 
do anything dishonest it will lose us all of the rest of the elections 
we run,” and it ought to. 

Mr. Fitemnine. I agree with you on that. 

Senator Unprerwoop. And I think many of them would do that. 

Mr. Frem™rne. I think many of them would. As a matter of fact, 
I agree with what has been said here that many of the political leaders 
that I am talking about would start out on the assumption that ha 
ing helped to put this person in office it would be the poorest kind 
of politics for them to have anything to do with the way in which 
he administered the office. 

I am sure that a good many of them would reason it out that way 
and arrive at that particular conclusion. 

But the system is such that inherent in it is the possibility of a per 
son adopting the other kind of an attitude and the other point of 
view and thus leading to this conflict that Senator O’Conor has 
talked about and with which I am in complete agreement. 

The Cuamman. Are they any further questions’ If not, we 
vou. 

Mr. Fuemmine. Thank you. 

The CnHairnman. Mr. Green, will you come forward, please, and 
identify yourself for the record. Mr. Green, whom do you represent! 
Do you appear solely as an individual or in what capacity / 

Mr. Green. I am Thomas J. Green, chairman of the committee on 
Federal taxation of the American Institute of Accountants, 270 Madi 
son Avenue, New York City. My associate is Mr. William H. Danne, 
the chairman of the subcommittee on tax administration of the Fed- 
eral taxation committee of the American Institute of Accountants. 


hank 


The Cuatrman, You may proceed. 


STATEMENT OF THOMAS J. GREEN, CHAIRMAN OF THE AMERICAN 
INSTITUTE OF ACCOUNTANTS’ COMMITTEE ON FEDERAL TAXA- 
TION; ACCOMPANIED BY WILLIAM H. DANNE, CHAIRMAN OF THE 
SUBCOMMITTEE ON TAX ADMINISTRATION OF THE FEDERAL 
TAXATION COMMITTEE OF THE AMERICAN INSTITUTE OF AC- 
COUNTANTS 


Mr. Green. Mr. Chairman and gentlemen, the American Institute 
of Accountants is the national professional organization of certified 
public accountants, numbering about 19,000 members. Certified pub- 
lic accountants are admitted to practice before the Treasury and man) 
of our members are engaged in active representation of taxpayers 
with the Bureau of Internal Revenue. 

The members of our committee on Federal taxation have all had 
long experience in tax matters and all are well versed in the procedures 
and operations of the Bureau of Internal Revenue. From time to 
time we have submitted to the Congress recommendations with respect 
to the clarification and simplification of the Internal Revenue Code 
and my observation has been that these recommendations have com 
manded the greatest respect from the Ways and Means Comnuittee, the 
Senate Finance Committee, and other committees. The esteem in 
which our committee's reports have been held stems from the fact that 
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our suggestions have not only been free from any advocacy of special 
benefits for restricted groups but have emanated from a broad national 
foundation of enlightened technical experience. 

Our committee held a 3-day meeting in New York on January 28, 
and 80. A large portion of the time spent at this meeting was de- 
ea to consideration of the proposed reorganization plan. 

Prior to this meeting, our executive committee had endorsed Re- 
organization Plan No. 1 in principle, but pointed out that while they 
approved the basic purposes of the reorganization plan, the effect of 
the plan on taxpayers’ rights to an informal avenue of settlement of 
eae in tax matters, as they might be affected by the plan, 
-hould receive further considerati ion. The executive committee there- 
lore referred the details of the plan to the committee on Federal taxa- 
tion for further study. 

My committee reathrmed this general endorsement of the plan 
which Is how be fore the Congress. Howe ‘Ve While we ap prove the 
general purposes of the plan, including ome removal of the collectors of 
nternal revenue from political control, it is no automatic cu 
ud we should like to call vour attention to some possil le 
he plan on ta \pavers, both corporate and incividual. 

We recognize, ot course, that the plan proposed by the Presiden 
nust be either accepted or rejected as it stands by the Congress. 
We do not recommend rejection of the plan despite Having Many 
reservations with respect to it. At this stave, Reorga IZATION Plan 
No. 1 is better than no plan at all. At the same time, we know that 
ou are concerned not on ly with the basi aspects of the pla as pre 
sented, but also with its etfect upon the relations of taxpayers wit! 

Bureau of Internal Revenue. The details of reorganization of 
the Bureau. which may be worked out by administrative promulga 
tions if this plan is effective are not vet fully clear. and undoubted |y 
the officials of the Treasury Department and the Bureau v it] ove 
the most serious consideration to any views or recommendations ex 
pressed by your committee. For this reason, we believe that it is 
\ippropriate to present to your committee the following recommen 
dations. 

In our opinion, there are two major points which should be clarified 
n the interests of taxpayers. The first is the status of legal counsel 
ssigned to the Commissioner. The second is the opportunity fo1 
ippeal in cases of controversy with an internal revenue agent. 

At present the Chief Counsel of the Bure au of Internal Revenue 
s also the Assistant General Counsel of the Treasury Department 

ind is appointed by the President. Under Reorganization Plan 
No. 1 he would be appointed by the Secretary of the Treasury fron 
the classified civil service list. but he woul | con tinue to be both the 
ray f Counsel of the Bureau and the Assistant General Counsel of 
Treasury Department. 

“That situation undesir: ible. We believe that a more efficient 
nd workable organization would exist within the Bureau of Internal 
Revenue if the Chief Counsel would serve solely In an advisory legal 
apacity to the Commissioner, with his authority flowing from the 
Commissioner instead of from the Treasury De ‘partment. Consid- 
rable delay and annoyance ensues to taxpayers under the present 
‘ystem of multiple and conflicting opinions and rulings, particularly 
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those within the jurisdiction of the Interpretative Division of tli 
Chief Counsel’s Office. 

One of the functions presently exercised by the Interpretative Diy 
sion is to review rulings involving contempl: ated reorganizations, stoc\: 
dividends, and similar questions of interpretation which have been 
initially processed in one or another of the branches of the Income 
Tax Division. Usually, after a careful review by the appropriate 
branches of the Income Tax Division a ruling on a prospective trans 
action is written promptly in the Income Tax Division, only to be 
delayed, frequently without sound cause, while it is reviewed by the 
Interpretative Division. Although it might be argued that advance 
rulings on transactions involving clear-cut issues are unnecessary, tlie 
complexity of the tax laws and their administration together with tly 
heavy burden of present tax rates usually makes it imprudent to pro 
ceed to the consummation of a transaction without assurance as to the 
tax consequences. Further, in addition to unjustifiable delays, the 
views of the Interpretative Division are sometimes considerably «at 
odds with those of the Income Tax Division with the result that an 
impasse is reached and the taxpayer is denied the certainty emanating 
from an advance ruling. Such an impasse frequently prevents tlie 
consummation of an otherwise sound business transaction. We rec- 
ommend that efforts be made to provide prompt and consistent rulings 
to taxpayers by the Bureau of Internal Revenue and this can best be 
accomplished by a merger of the Chief Counsel's interpretative func- 
tion into the Office of the Assistant Commissioner (Technical). 

Additionally, we recommend that some of the present functions 
of the Chief Counsel be eliminated. Under the existing organization 
within the Bureau, there is considerable waste motion, inconvenience 


and hardship to the taxpayer because of the substantial duplication 
of functions of the Income Tax Division by the Review Division of the 
Office of Chief Counsel. 

The present practice in the Review Division in largely duplicating 
the audit functions performed initially in the field and later in the 


Income Tax Division results in considerable delay in the allowance 
of overassessments. While it is recognized that as to matters involv- 
ing purely legal considerations there may be need for a review by the 
Office of Chief Counsel, it is believed that the complete reprocessing of 
cases which have been passed by the Income Tax Division results in 
undue and unnecessary delay. Also, in addition to the waste of 
manpower created by the duplication these delays are costly to the 
Government in the form of interest. In our experience, cases referred 
to the Review Division encounter a minimum delay of 6 months, and 
it is not unusual for cases to be held for a year to 4 years or more. 
It is not suggested that the individual staff members of the Review 
Division are not performing the assigned duties conscientiously or that 
the proper examination and review of overassessments be curtailed 
in any way but rather that unnecessary reauditing and rehandling of 

‘ases be eliminated. This elimination of duplic ation is probably 
more effectively accomplished by having the review functions per- 
formed within the Income Tax Division or its equivalent under the 
reorganization. 

The proposed decentralization of the operations of the Bureau will 
apparently curtail the avenues of appeal in tax controversies which are 
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available to a taxpayer in the present organization of the Bureau. The 
technical staff, whose name has recently been changed to appellate 
staff, will hereafter report to district deputy commissioners, instead of 
an independent head in Washington. Incidentally, we feel that a more 
appropriate title would be review or conference staff, since its function 
is to arrive at a fair settlement of tax cases by informal discussion 
when the taxpayer is in disagreement with the internal revenue agent, 
rather than to render a decision on the basis of a formal appeal. 

Under the present organization of the Bureau of Internal Revenue, a 
taxpayer who is in disgreement with the internal revenue agent who 
examines his return has two stages of appeal open to him. After he 
has discussed the tax liability with the agent and has found that they 
are unable to reach an agreement, he may take the case to a conferee 
who occupies a separate position in the office of the revenue agent in 
charge. If the taxpayer or his representative and the conferee are also 
unable to reach an agreement, the case may be taken to the technical 
staff, which is entirely independent of the office of either the revenue 
agent in charge or the collector, reporting direct to Washington. As 
we understand it, under the proposed reorganization this avenue of 
appeal would be eliminated. While the plan provides for an appellate 
staff in place of the technical staff, this appellate staff would be under 
the direction of the district commissioner, and we assume that its pur- 
pose would be to hold informal hearings after the issuance of the 30-day 
letters. In effect the appeal to the technical staff would be combined 
with the appeal to the revenue-agent-in-charge conferee under the 
present system. Prior to this step, it would appear from a study of 
the organizational charts that opportunity is afforded for informal 
conference with reviewer or group chief of the revenue agent. 

In order to provide taxpayers with full opportunity to reach agree- 
ment with their Government in tax controversies without resort to 
litigation whenever that is possible, we strongly urge that the proposed 
reorganization be supplemented by creation of an independent agency 
with jurisdiction to settle tax controversies informally on the basis of 
factual representations by the taxpayer and by the Bureau. The 
American Institute of Accountants is on record as favoring the creation 
of an independent tax settlement board as proposed in the Mills bill 
(H. R. 1062). While this is not the time or place to discuss the details 
of this plan, we believe that it is entirely appropriate for your com- 
mittee to consider this proposal in principle as a necessary and 
desirable complement to the reorganization of the Bureau of Internal 
Revenue which is now before you. 

Establishment of an independent body with informal machinery to 
settle tax controversies after the 30-day letter stage, would, more than 
any other proposal which has come to our attention, restore the con- 
fidence of taxpayers in the fairness and honesty of the Gov ernment in 
its collection of the revenues. Our own long experience has convinced 
us that the overwhelming majority of the personnel of the Bureau of 
Internal Revenue are good law-abiding citizens and are honest and 
fair in their dealings w ith taxpayers. Nevertheless, it has alw ays been 
true that the Bureau has appeared to many taxpayers to act as both 
prosecutor and judge in tax controversies. We as certified public 
accountants have long felt, therefore, that at a certain stage the set- 
tlement machinery should be separate from the Bureau. To some 
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extent, the technical staff under the present organization has ha 
this desirable independence, but while our experience with the technica 


staff has been generally satisfactory, the fact that it was still part of tly 


Bureau has prevented taxpayers from having complete confidence 
its independence. 
staff will be even less independent. 
creation of an independent settlement agency of the type proposed 
the mills bill is now more desirable than ever No other proposal cou! 
do nearly so much to convince the taxpayers of this country that th 
Government is determined to give them fair and equal treatment 
tax matters. 

1 wish to thank you for your courtesy in listening to the comment 
of the committee on Federal taxation of the American Institute o 
Accountants on Reorganization Plan No. 1 of 1952, and to assure vo 
of the desire of the institute to cooperate in every way with yo 
efforts to improve the machinery for administering the inten 
revenue laws. 

The CHarmman. Thank you very much, Mr. Green. Mr. Dann 
did you wish to make any statement ? 

Mr. Danne. No, I think that Mr. 
committee. 

The CHatrMan. Senator O’Conor. do you have any questions / 

Senator O’Conor. No. 

The CHatrman. Senator Underwood, do you have any questions 


Green has spoken for o 


Senator Unperwoop. I do not believe I have any questions. Tha 
not read this statement before IT asked the questions of Dr. Flemming 
It isstrange that some them follow a similar line. 

I should like to ask if, in your opinion, in dealing with these matte 


you believe that the tax laws could be better administe red with distri: 
deputy commissioners under this plan coming from the area in wh 
they serve. 

Mr. Green. I should like to preface my remarks by saying that D 
Flemming is a civil-service expert and I cert: ainly am not and wo 
not pretend to be. I ama tax technician. The reason that we a 
for this plan in essence is that we think that setting a standard 
competence, setting rules for qualification, is better than net havi 
any set of rules at all. We are not making any of the implicatio 
as to political : appointments, 

We are just simply 
qualifications, is better than not having them. 

Senator Unprerwoop. Do you think it is better to have the collect: 
who is now the State collector, who will become the district deput 
commissioner, come from the area in which the office is located / 

Mr. Green. I think that is generally desirable. However, as : 
countants (having listed to the pre ‘vious testimony ) we do have certa 
opinions about the value of rotation. It does create what we call 
system of internal control. Sometimes by having a man too long | 
one spot for administrative purposes he may become too friendly wit 
the taxpayers or maybe get into a sort of mental or geographical m 
It may be desirable from time to time to move those men about. 

However, generally, I think they should be in their own areas. 
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Senator Unprrwoop. Do you think that the creation of the 25 
regional offices would speed up or slow up procedure or have any 
effect ? 

Mr. Green. The plan is in a nebulous stage, to the point where I 
would not be able to comment on that with any degree of satisfaction 
or intelligence. 

Senator Unperwoop. Would you guess it would save money in the 
long run, or have you any ideas? 

Mr. GREEN. I would not know whether it would cost more or less. 
As a matter of fact, these charts which have been available are num- 
bered in the boxes with a parenthetical reference at the top that the 
numbers refer to numbered paragraphs in accompanying functional 
descriptions. 

Up to the present moment I have been unable to get any such func- 
tional descriptions, so that a great deal of guesswork has had to be 
done to determine what this thing means. 

That is why we are completely in the dark on these audit and ap- 
pellate review functions. We necessarily have had to make our con 
ments as we did on the basis of assumption. 

Senator Unperwoop, Thank you. 

The CHarrman,. ‘Thank you very much, Mr. Green and Mr. Danne. 

Mr. Green. Thank you. 

(Subsequent ly, the following letter was received from Commissioner 
John B. Dunlap, Bureau of Internal Revenue, commenting on Mr. 
Green's testimony :) 


TREASURY DEPA 


COM: MS: NAS 
Hon. JoHN L. McCLeLian, 
( hairman, Conumittee on Lape nditures in the 
United States Senate, Washington, D.C. 


My DeAR SENATOR MCCLELLAN: Mr. Walter Reynolds, chief 
committee, has transmitted to me a transcript of the testimor 
committee on February 13, 1952, with the invitation to comment 
ment therein of Mr. Thomas J. Green, Chairman of the Ameri 
Accountants’ Committee on Federal Taxation. 

[ welcome this opportunity to express ny appreciation for 
the American Institute of Accountants has 
if 1952 through the testimony of Mr. Green. 

It is noted that in addition to commenting favorably on 


suggested consideration of two supplemental matters. These two 


given to Reorganizat 


first, the role of the Chief Counsel and of his office in the administration of the 
x laws, and second, the avenues for settlement of tax Controversies As Mr. 
Green has quite properly recognized, both of these matters are independent o 
the basic provisions of Reorganization Plan No. 1 of 1952 which is now before 
he Congress, The suggestions concerning the Chief Counsel's Office, relate to 
itters of internal organization and authority, and hence the present arrange 
ent may be continued or a different arrangement may be instituted without 
egislation. The creation of an independent agency with jurisdiction to sett] 
tax cases would require separate legislation \ bill to effect this, H. R. 1062, 
has been introduced and has been referred to the House Ways and Means 
mmittee 
In order, however, that there should be no misunderstanding I wish to empha 
size that the reorganization plan will not curtail opportunities for settlement 
f tax cases nor reduce the independence of the appellate group in the Burea 
Mr. Green seems to fear that the plan may have such effects he Treasury 
Department has already publicly assured this committee and taXpayers that 
nder the reorganization plan opportunity for settlement will ‘etained in 
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the local field offices of the revenue service. In the event settlement of contro 
versial matters cannot be reached at this level, the taxpayer will have the 
opportunity to appeal and reach a settlement with conferees in a field office 
of the appellate division of the district commissioner's office. Under the i 
organization plan it is believed that the opportunities for settlement will in fact 
be increased, since additional facilities will be provided in more localities for 
this purpose. The present independent authority of the appellate staff to make 
final settlements in the field will be maintained in the appellate division under 
an assistant district commissioner. 

Let me thank you again for this opportunity to comment on Mr. Green's 
marks. You may, of course, include this letter in the record of the hearings of 
the Committee on Reorganization Plan No. 1 of 1952. 

Very truly yours, 
JoHnN B. DUNLAP, Commissione 


The Cuarmman. I believe that concludes all of our witnesses whic 
were scheduled for this morning. 

I think we are to resume hearings on the 26th of the month on this 
plan. We willhave further testimony at that time. 

The committee will stand in recess now. 

(Whereupon, at 12:45 p. m., the committee hearing was recessed 
until February 26, 1952.) 
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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


WEDNESDAY, FEBRUARY 26, 1952 


UNrrep STATES SENATE, 
CoMMITTEE ON EXPENDITURES 
IN THE Executive DerarTMEN’Ts, 
Washington, ra 4; 
, pursuant to adjournment, at 10:10 a. m., in 
room 357, Senate Office Building, Senator John L. McClellan (chair- 
man) presiding. 

Present: Senators McClellan, O’Conor, Underwood, Moody, Mc- 
Carthy, Smith, Schoeppel, and Dworshak. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk; and Herman C. Loeffler, professional staff mem- 
ber. 

The CHairMan. The committee will come to order. We will proceed 
with the hearings on the Reorganization Plan No. 1. 

The committee is very happy to welcome Senator George, chairman 
of the Senate Finance Committee, and of the Joint Committee on 
Internal Revenue Taxation. He is, I am sure, one of our greatest 
authorities on the internal revenue measures. 

Senator George, the committee welcomes you. We shall be glad to 
have your comments on this proposed plan. 


The committee met 


STATEMENT OF HON. WALTER F. GEORGE, A UNITED STATES 
SENATOR FROM THE STATE OF GEORGIA 


Senator Groree. Mr. Chairman and Senators, before proceeding 
with the statement, I should like to call attention to action taken by 
the American Bar Association yesterday in Chicago. 

The bar rejected a proposal to approve the President’s reorganiza- 
tion plan, the proposal including a right to sue the collector and the 
protection of a jury trial, but notwithstanding this inclusion the plan 
was rejected. 

The bar, also, rejected a proposal to put all officials of the Bureau 
below Commissioner and Chief Counsel, including collectors, under 

ivil service, 

From the report which I have received, and which is not very full, 
it seems that the committee first reported favorably on the President’s 
proposal, but the bar association, as a group, rejected it, although 
there was coupled with it the provision that the plan should ¢ arry a 

iaranty of trial by jury. 
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It also seems, as I understand it, that the civil service committee of 
the bar association reported a resolution to the bar association to place 
collectors under the civil service. 

The bar association, as a group, that is the association itself, rejected 
this proposal. 

They also approved this resolution in substance : 


Be it resolved, That the American Bar Association recommends to the Co 
gress, before approving any plan of reorganization of the Bureau of Intern: 
Revenue, it make certain that prior to such plan becoming effective it is clean 
provided by appropriate statute that the present right of a taxpayer to a jum 
trial in a tax suit against the collector of internal revenue is continued 
equal force and effect against any official who succeeds to the collector functions 
of the present collector of internal revenue, and that 1346 fa) (1 
and 2402 of the Judicial Code be amended, so as to permit the suit to be brought 
against the United States, as well as to the official who succeeds to the fu 
tion of collecting taxes and, presumably, in the district in which the taxpay: 
resides, and to guarantee to the taxpayer the right of trial by jury on refund 


section 


I do not have the full proceedings before the bar association, but 
I think it is extraordinary that the American Bar Association would, 
contrary to the recommendations made bv its own committees, ove! 
ride the committees and go definitely on record against this plat 
No. 1. 

The Cuairman. Do you not conclude from the action of the bar 
association that it is apprehensive that the right of trial by jury, 
the rights of taxpayers now to sue, are not safeguarded by this plan / 

Senator Groree. I think that is a necessary conclusion. 

(Copies of the proceedings of the American Bar Association are 
as follows: ) 

AMERICAN BAR ASSOCIATION, 
Chicago 10, Ill., February 27, 1952 


Hon. WALTER F. GrorcE, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Drar SENATOR GEORGE: At the request of Joseph D. Stecher, secretary of the 
American Bar Association, I am sending herewith reports made to the house 
of delegates at its midyear meeting held February 25 and 26, 1952, and copies 
of related resolutions adopted by the house: 

(1) Report and recommendations of the standing committee on civil sery 
ice. 

(2) Report and recommendations of the section of taxation. 

(38) Two additional resolutions adopted by the house of delegates, 

You will note that the annotated copies of the reports of the standing con 
mittee on civil service and the section of taxation indicate the action taken 
thereon by the house of delegates. The first recommendation of the section of 
taxation was adopted; the second recommendation was not adopted. One of the 
additional recommendations adopted by the house covers the same subject 
matter as the second resolution of the taxation section, with respect to amend 
ment of section 1346 (a) (1) and 2402 of the Judicial Code. Only 
mendation 4 of the committee on civil service was adopted by the house, recom 
mendations 1, 2, 3, and 5 being defeated. 

Sincerely yours, 


recom 


Ruta Wu 
(For J. D. Stecher), 


RePorRT OF THE STANDING COMMITTEE ON CIVIL SERVICE 


RECOM MENDATIONS 


The committee recommends adoption of each of the following resolutions: 

1. United States collectors of internal revenue or any officers who may succeed 
to their functions should be appointed and serve after open competitive examina 
tion, under the merit system in the classified civil service without Senate con 
firmation. (Not adopted.) 
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2. The recommendation of the Hoover Commission (Public Law 162. 80th 
ong.), that all officials in the Treasury Department below the rank of Assistant 
secretary and perhaps Chief Counsel should be appointed from the career service 
yithout Senate confirmation, and particularly that collectors of internal revenue 
nd collectors of customs be removed from the patronage field, is meritorious 
ul deserving of support. (Not adopted. ) 

3. S. 2411, Kighty-second Congress, second session, entitled, “A bill to prohibit 
flicers and employees of the Bureau of Internal Revenue from engaging in other 
isiness, Vocation, or employment”, is meritorious and deserving of support. (Not 
lopted. ) 

t S 2412, Kighty-second Congress, second session, entitled “A bill to require 
hat collectors of internal revenue be appointed in accordance with the civil 
ervice laws”, is inadvisable legislation and should be opposed ( Adopted 
HAIDIDOUSTY. ) 

+. As to the President’s Reorganization Plan No. 1 of 1952, Eighty-second 
ongress, second session, Document No. 327, providing for reorganizations in the 
ureau of Internal Revenue of the Department of the Treasury, prepared in 

ordance with the Reorganization Act of 1949, transmitted to the House of 
epresentatives January 14, 1952, and referred to the Committee on Expenditures 
the Executive Departments and ordered to be printed, this may have been 
cepted or rejected before February 25, and, additionally, as the members of this 
mimittee have not been sufficiently canvassed, recommendation respecting this 
not now made. But, unless same has been disposed of, this committee with 

Tax Section should be authorized and directed to consider same and to 
eport at the September 1952 annual meeting. (Not adopted. ) 


REPORT 


The substance of the resolutions 1 and 2, above, was embodied in the report 
nd as resolution 2 (¢c) of this committee for the 1950 annual meeting. (See 
m A. B. A. Rept. 186 (1950), and supporting statement on p. 187). Again, at 
e 1951 annual meeting, the present resolution 2 was recommended, with the 
exception of the words, “and perhaps Chief Counsel’, inserted in the present 
esolution 2. (See printed advance program, Seventy-fourth Annual Meeting, 
p. 5-7). But, because of criticisms of these suggested resolutions by the Tax 
Section or officers or former oflicers thereof, request for action on these resolu 

ns Was deferred by the chairman of this committee with the hope of obtaining 

favorable opinion of the Tax Section on the substance-of these resolutions 

efore they should be submitted to this House. However, such has not yet been 
eceived. 

Meanwhile, occurrences have shown that some such resolution should have 
been adopted and that the bar should have assumed leadership in this important 
itter. Thus, for example, the Assistant United States Attorney General in 
harge of the Tax Division of the Department of Justice has been dismissed. 
\mong resignations received have been those of the Commissioner of Internal 
Revenue, the Assistant Commissioner, the Deputy Commissioner in charge of 
e Alcohol Tax Unit, 6 of the 64 collectors of internal revenue (resigned or 
smissed ), including those in Manhattan, Brooklyn, Boston, St. Louis, Nashville, 
d San Francisco; six deputy collectors, a chief field agent in charge of 32 tax 

lecting offices in northern California, the Chief of the Alcohol Tax Unit in 
ew York, 

As to resolution 3, 8S. 2411 would amend section 4047 of the Internal Revenue 
dle by adding a new subsection, as follows : 

“(¢) ENGAGING IN OTHER BUSINESS, VOCATION, OR EMPLOY MENT.—lIt shall be un- 
wful for any officer or employee of the Bureau of Internal Revenue to engage 
hany other business, vocation, or employment. Any officer or employee violat 
ug the provisions of this section shall be separated from the service.’ 

The propriety and wisdom of such an enactment are, it is believed, obvious. 

\s to resolution 4, this would continue the present organization of the 64 col- 
ectors’ offices and give the present collectors a chance to be blanketed in on a 

neompetitive qualifying examination. Of the 64 collectors, 17 have civil- 
ervice status and not one of these has been involved in any sugyestion of repre 
ensible conduct. On the other hand, of the minor Bureau of Internal Revenue 
ficials who have been shown to have been or charged with having been guilty 
f reprehensible conduct, most of these were blanketed into civil service with 

t civil-service examination, 

As to the contention often made without full information that it is very diffi 

| to get rid of an incompetent Federal ciivl-service employee, especially if such 
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a one comes under the Veterans’ Preference Act, Deviny v. Campbell, decided Jan 
uary 24, 1952 (— F. (2d) —, C. A. D. C., 20 L. W. 2314 (January 29, 1952), is 
late decision that again disproves that objection. This case shows that the 
act does not provide a hearing with examinaion of witnesses and does not giv 
the Civil Service Commission power to subpena. It provides only “for ‘30 days 
advance notice’ of the proposed action, ‘a reasonable time for answering 
same,’ the right to appeal to the Commission, and the right ‘to make a perso) 
appearance.’ ‘After investigation and consideration of the evidence submitted 
the Civil Service Commission shall submit its findings.’ Nothing in the statut 
indicates an intention to require a hearing of the adversary type with con 
pulsory confrontation by witnesses, etc. Moreover, the statute applicable 
civil service employees generally, 5 U. S. C. 1004, not only fails to require 
such a hearing but specifically says that one shall not be required. The Adn 
istrative Procedure Act excepts these proceedings from its hearing requirements 
In preparing this report, the committee has had valuable assistance from ||, 
National Civil Service League, 120 East Twenty-ninth Street, New York 11 
N. Y., the president of which is a member of our committee. 
Respectfully submitted. 

Murray SEASONGOOD, Chairman 

WiiuiamM H. Becker. 

JAMES L. BEEBE. 

RicHArpD ©. CADWALLADER. 

NICHOLAS KELLEY. 

LEWIS MAYERS. 

Lewis M. STEVENS. 


AMERICAN BAR ASSOCIATION, SECTION OF TAXATION, RECOMMENDATIONS PRESEN 
TO HousE OF DELEGATES AT MIDYEAR MEETING IN CHICAGO, ILL., FEeprU Any 
25-27, 1952 
The section of taxation of the American Bar Association at its sessions 

February 23-24, 1952, adopted the following resolutions which are hereby su! 

mitted to the house of delegates of the association. 


RECOMMENDATION I 

I. Excess-profits tax 

“Whereas the Excess Profits Tax Act of 1950 was drafted under unusua 
short limitations as to time, with the result that it was impossible to give ad 
quate consideration to inequitable consequences of such act in many cases, 4) 

“Whereas experience under such act has demonstrated that widespread 
equity in the operation of the act exists: Now, therefore, be it 

Resolved, That the American Bar Association recommends that the appropria! 
committees of the Congress be urged to institute an immediate study of tl: 
operation of the Excess Profits Tax Act of 1950 with a view to formulating 
amendments to alleviate the inequities that exist under its present provisions 
(Adopted. ) 

Comment 


The Excess Profits Tax Act of 1950 was formulated and enacted in the latt 
part of 1950 under time limitations that were virtually unprecedented in 
consideration of revenue legislation. By reason of those time limitations, ‘t 
impossible for the Congress to give adequate consideration to the inequita! 
consequences that might result in the many cases that would not conform to |! 
general rules. Since the enactment of the act, widespread complaints to 
effect that the act is discriminatory and unfair in its operation have come to 
attention of the section of taxation. Many technical errors and inconsiste! 
in the act have been discovered. 

The section of taxation does not deem it practical to ask the house of delegates 
to consider and pass upon countless specific proposals for amendments of 
Excess Profits Tax Act, both substantial and technical, which would consume 
incalculable amount of the time of the House. 

The section of taxation does, however, ask the house of delegates to memoria 
ize the proper committees of the Congress with respect to the urgency of revie\ 
ing the Excess Profits Tax Act in the light of the experience under it with 
view to amending the act in such respects as may appear desirable in ordet 
make it more equitable in its operation. 





The 
house © 
institut 
particu 
taxatio: 
would ; 
table 0] 
by the 


“Rese 
that it 
Interna 


tive 
pay 
is, 

elfe 
oft 


ned 
urg 
ing 
wor 
in b 


ars 


title 
wit] 


The r 
about a 
service: 
majority 
service. 
emphasi 
the inte 

Reorg 
is now ] 
prior to 
sections. 
Deputy 
Collecto! 
Three as 
missione 
general 
tion 2 sl 
“there a 
that hay 
of Inter 
of Reorg 

It is 1 
familiar 

94) 


REORGANIZATION PLAN NO. 1 OF 1952 LS7 


The resolution recommended by the section of taxation, if adopted by the 
house of delegates, would merely urge the proper committees of the Congress to 
institute such review forthwith. It would not commit the association to any 
particular amendment or amendments, nor would it authorize the section of 
taxation to support or oppose any particular amendment or amendments. It 
would simply recognize the fact that widespread complaints as to the inequi- 
table operation of the act exist, and urge that such complaints be investigated 
by the Congress forthwith. 

RECOMMENDATION II 


“Resolved, That the American Bar Association recommends to the Congress 
that it approve Reorganization Plan No. 1 of 1952, respecting the Bureau of 
Internal Revenue, provided 

“1. That Congress mike it clear that it is the understanding of the execu- 
tive departments and the intent of Congress that the present right of a tax- 
payer to a jury trial in tax suits against the collectors of internal revenue 
is, under Reorganization Plan No. 1 of 1952, continued with equal force and 
effect in tax suits against the officials who succeed to the collection functions 
of the present collectors of internal revenue ; and provided further 

‘“’ That there be introduced concurrently in Congress with a view to im- 
mediate action, and that the officers and council of the section of taxation 
urge upon the proper committees of Congress the adoption of, a bill amend- 
ing sections 1346 (a) (1) and 2402 of the Judicial Code (title 28, U. S. C.), 
to read as follows, or its equivalent in purpose and effect [omit part enclosed 
in black brackets ; add part in italics] : 

“Sec. 1346. UNITED STATES AS DEFENDANT 
‘*(a) The district courts shall have original jurisdiction, concurrent with 
the Court of Claims, of 

‘*(1) Any civil action against the United States for the recovery 
of any internal-revenue tax alleged to have been erroneously or illegally 
assessed or collected, or any penalty claimed to have been collected with- 
out authority or any sum alleged to have been excessive or in any manner 
wrongfully collected under the internal-revenue laws, [(i) if the claim 
does not exceed $10,000 or (ii) even if the claim éxceeds $10,000, if 
the collector of internal revenue by whom such tax, penalty, or sum 
was collected is dead or is not in office as collector of internal revenue 
when such action is commenced]: and in any such action if either party 


shall demand, the action shall be tried to a jury: ; * 


* ' x * * 


* 


‘Sec. 2404. Any action against the United States under section 1346 of this 
title, ercept as provided in section 1346 (a) (1), shall be tried by) 


vy the court 


without a jury.’ ” 
Re port 


The recent scandals affecting the Bureau of Internal Revenue have brought 
about a dangerous disrespect on the part of the public for the internal revenue 
service; and have brought about a serious demoralizing effect upon the great 
majority of honest, faithful, and conscientious public officials within the revenue 
service. These circumstances, in the opinion of the section of taxation. have 
emphasized the urgent need for an immediate and thorough reorganization of 
the internal revenue service. 

Reorganization Plan No. 1 of 1952, affecting the Bureau of Internal Revenue, 
is now pending before Congress and unless rejected by either House of Congress 
prior to March 14, 1952, will become law. The reorganization plan contains four 
sections. Section 1 abolishes the offices of Assistant Commissioner, Special 
Deputy Commissioner, Deputy Commissioner, Assistant General Counsel, and 
Collector and Deputy Collector. Section 2 establishes the following new offices: 
Three assistant commissioners of internal revenue, not to exceed 25 district com- 
missioners of internal revenue, not to exceed 70 other officers, and an assistant 
general counsel. Section 8 provides that the new officers provided for in sec- 
tion 2 shall be appointed under classified civil service. Section 4 provides that 
“there are transferred to the Secretary of the Treasury the functions, if any, 
that have been vested by statute in officers, agencies, or employees of the Bureau 
of Internal Revenue of the Department of the Treasury since the effective date 
of Reorganization Plan No. 26 of 1950.” 

It is unfortunate that the plan was not made available for study by groups 
familiar with the impact of administrative procedures upon the individual tax- 
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payer before it was presented to Congress. However, the section of taxation 
feels that the proposed reorganization is a progressive step, and while by no 
means a panacea for corruption, should help to eliminate much of the corruption 
existing under the present system. 

The Treasury Department and interested Congressmen have stated that there 
is no intent to deprive any taxpayer of the important right he now has to trial 
by jury in a suit against the Collector of Internal Revenue. The section of taxa- 
tion believes there is doubt whether the right to sue the official collecting the tax 
and to demand a jury trial in such a suit will survive the abolition by this plan 
of the Office of Collector of Internal Revenue. The section has, therefore, made 
its approval of the reorganization plan conditional upon Congress taking appro- 
priate action to insure the right to sue the official upon whom the collection 
function is imposed under the plan, and to insure the right of jury trial in such 
suits and in suits against the United States for the recovery of taxes. (Defeated, 
but see following resolution. ) 


AMERICAN BAR ASSOCIATION ResOLUTION ADOPTED BY THE HOUSE OF DELEGATES, 
FEBRUARY 25, 1952 
Be it resolved, That the American Bar Association recommends to the Con- 
gress that before approving any plan of reorganization of the Bureau of Internal 
Revenue, it make certain that prior to such plan becoming effective, it is clearly 
provided by appropriate statute the the present right of the taxpayer to a jury 
trial in a tax case against the Collector of Internal Revenue is continued in 
equal force and effect against any official who might succeed to the collection 
functions of the present Collector of Internal Revenue; and that sections 1346 
(a) (1) and 2402 of the Judicial Code (title 28, USC) be amended to the following 
form or its equivalent in purpose and effect: 
“Sec. 1346.— UNITED STATES AS DEFENDANT 
“(a) The district courts shall have original jurisdiction, concurrent with the 
Court of Claims, of 
“(1) Any civil action against the United States for the recovery of any 
internal-revenue tax alleged to have been erroneously or illegally assessed 
or collected, or any penalty claimed to have been collected without authority 
or any sum alleged to have been excessive or in any manner wrongfully 
collected under the internal-revenue laws, [(i) if the claim does not exceed 
$10,000 or (ii) even if the claim exceeds $10,000 if the collector of internal 
revenue by whom such tax, penalty or sum was collected is dead or is 
not in office as collector of internal revenue when such action is commenced ;] 
and in any such action if either party shall demand, the action shall be tried 
teasers; - *. ? 
* * + ~ * * om 
“Sec, 2404. Any action against the United States under section 1346 of this 
title, ercept as provided in section 1346 (a) (1), shall be tried by the court 
without a jury.” 


AMERICAN BAR ASSOCIATION RESOLUTIONS ADOPTED BY THE HOUSE OF DELEGATES, 
FEBRUARY 26, 1952 


Whereas, in order that the action of the House of Delegates in rejecting 
the resolution of the tax section with reference to the President's Reorganization 
Plan No. 1 of 1952 for the reorganization of the Bureau of Internal Revenue 
may not be interpreted as disproval in its entirety of the proposed plan and 
may not be interpreted to indicate that the American Bar Association is not 
deeply concerned with the recent disclosures of fraud on the part of some persons 
in the services of the Government engaged in the assessment and collection of 
taxes; and 

Whereas the American Bar Association is deeply concerned with the fraud 
disclosed and deplores the bad faith on the part of a number of Government 
employees including among them members of the bar, among the many honest 
and faithful persons in the services; and 

Whereas, notwithstanding the fact that it is believed that the fraud dis- 
closed was not due primarily to organization but to personnel and might have 
existed under any type of organization, the American Bar Association feels that 
Congress and the Executive should continue to give attention to working out 
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a plan of reorganization of the Bureau which will make it more efficient in the 
handling of its great tasks ; and 

Whereas the American Bar Association wishes to render any assistance which 
it may be able to render, when the problems are fully and openly discussed 
as would not be possible within the limited time within which the President’s 
Reorganization Plan must be acted upon: Now, therefore, be it 

Resolved, That the American Bar Association recommends to the Congress 
that it rejects the President’s Reorganization Plan No. 1 of 1952, and immediately 
arrange for hearings before the Congressional Joint Committee on Internal 
Revenue Taxation on the proposals set forth in the President’s Reorganization 
Plan No. 1 of 1952, and other proposals that are pending before Congress, includ- 
ing a proposal to separate the Bureau of Internal Revenue from the Treasury 
Department, with a view, as promptly as possible, to adupting appropriate legis 
lation; and be it further 

Resolved, That the American Bar Association directs the section of taxation 
to render all possible assistance to the Congress and to the Executive in solving 
the problems involved. 

Senator Grorce. If it is permissible, Mr. Chairman, I would like 
to proceed with the statement which I have prepared and, subsequently, 
answer any questions that the committee might wish to ask, because 
I wish to get a continuous statement. And prefacing my statement 
further, I want to make the statement that I most reluctantly reached 
the conclusion that this plan is not a ee plan and will not expedite 
the collection of taxes, but, on the contrary, it will actually retard 
collection. Having reach such a conclusion, I am compelled to oppose 
this plan. 

The CHAIRMAN. Senator, you may proceed with your statement, and 
the committee members will refrain from questioning you until you 
have concluded, if you would like to procee <l uninterr upte cl. 

Senator GrorGe. | would like to proceed, in order to make the state- 
ment a consecutive one. 

The reorganization of the Bureau of Internal Revenue is a matter 
which vitally conce rns the entire country. The present estimate of 
revenue receipts is $71 billion per annum. ‘The individual income 
tax and the corporate income and excess-profits taxes alone account 
for $60 billion of this stall We are now dealing with over 55 million 
individual income taxpayers compared with a pre-World War II 
figure or 8 million. In 1951, there were 82 million tax returns of 
all types as compared with 19 million in 1940. Practically all of 
our revenue from the income tax collected from voluntary returns 
and payment of the tax by the taxpayer. If it were not for this 
voluntary compliance, we would have great difficulty in collecting 
revenues essential to carry on the functions of Government. I think, 
if I may interpose, it was John Randolph who said he did not know 
how to indict a whole people, and the courts of this country would 
be completely paralyzed if we had to rely upon a system of compulsory 
tax payments alone. Any tinkering with the internal revenue sys- 
tem should be undertaken only after full study and consideration of 
its consequences. Changes in the Bureau structure must be made with 
a minimum of disturbance to the present structure and with minimum 
inconvenience to the public. It is for this reason that I feel it neces- 
sary to appear before your committee to express concern about the 
adoption of Reorganization Plan No. 1 which is now - ‘fore you. I] 
believe that the changes recommended are such radical innovations 
in the present structure that they will, if adopted, s uae impair 
and hamper the collection of revenue so sorely needed at this time. 
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It may well be said of this plan that it abolishes the present statutory 
system for the collection of taxes and substitutes in its place a statutory 
vacuum to be filled in by the Secretary of the Treasury. 

Analysis of the pending reorganization plan discloses a number of 
serious defects. The most important of these defects may be sum- 
marized as follows: 

(1) The pl: in does not conform in all respects with the Reorganiza- 
tion Act of 1949, which prescribes certain prerequisites to the sub 
mission by the President of any plan of reorganization. The major 
respect in which the plan does not conform with this basic grant of 
authority is the failure of the President to specify the reduction in 
expenditures which he expects will result from adoption of the plan. 
Far from satisfying this basic requirement of any plan of reorganiza- 
tion, the plan gives rise to the possibility of increased rather than 
reduced costs in administration of the revenue laws. 

(2) The plan, insofar as it relates to the top management organiza- 
tion of the Bureau, is not in accord with fundamental recommenda- 
tions contained in the Hoover report. 

(5) The plan, which Congress is being called upon to accept, con- 
tains no guaranty of what form the future revenue-collection system 
will take. On its face, the plan accomplishes little more than the 
abolition of certain statutory offices existing today, particularly that 
of collector of internal revenue, and makes no vrovision for any sub- 
stitute system of collection, leaving that vital matter entirely up to 
the discretion of the Secretary of the Treasury. 

(4) Abolition of the statutory office of collector, with no statutory 
provision for a new office of comparable function, will create con- 
fusion and uncertainty as to the future application of a number of 
provisions of the Internal Revenue Code. 

(5) Abolition of the statutory office of collector raises a very serious 
question of whether the right of taxpayers to maintain suit against 
collectors, with right to trial by jury, will survive. 

(6) It is apparently intended, should the plan be accepted, that 
the functions of audit and collection will be consolidated under one 
individual. These functions are now exercised independently, and 
I seriously question the advisability of their consolidation. 

Senator Moopy. I am very much interested, of course, in the testi- 
mony of our distinguished colleague from Georgia. I should like to 
say, Senator George, that I have to testify this morning on the St. 
Lawrence waterway, but I hope to return before you conclude your 
statement. 

Senator Grorer. Thank you, Senator. I hope you will be able to 
help the committee on the waterw: Ly. 

(7) The plan jeopardizes the present statutory power of the Joint 
Committee on Internal Revenue Taxation to secure directly from 
the Bureau of Internal Revenue information and data relating to 
internal-revenue taxation. 

(8) Perhaps the most fundamental objection to the plan is the 
fact that its acceptance would abolish an entire statutory system of 
tax collection, recognized and understood by the public, and would 
establish no statutory system to take its place. Our American tax 
system is based in large part on voluntary self-assessment by the 
taxpayers. Continued public acceptance of such a system must de- 
pend to a great extent upon public confidence in the collection system. 
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It is probably for this reason that the Constitution vests in the Con- 
gress, the responsive elected representatives of the people, 1 Lol only 
the power to lay taxes but also the power Zz collect the taxes. By 
accepting the pending reorganization plan, Congress in effect would 
abdicate this responsibility and turn over to the Secretary of the 
Treasury, a nonelected official, the sole authority, exercisable at his 
sole discretion, of determining this very sensitive question of what 
form our tax-collection system will in the future take. 

I wish to say before discussing any of these proposals, I have very 
great confidenc e in the present Secret: ur'y of the ‘Treasury, but I am 
entirely aware that he cannot possibly know of the details and work- 
ings of the Bureau of Internal Revenue with its some 58,000 people 
engaged in that work. 

l will how discuss in greater detail these various objections which 
I have just summarized. 


I. THE PLAN DOES NOT COMPLY IN ALL RESPECTS WITH THI 
REORGANIZATION ACT OF 1949 


The Reorganization Act of 1949 grants authority to the President 
to submit to the Congress plans of reorganization within the executive 
departments. ‘The act provides that the plan submitted by the Presi 
dent must meet certain specified requirements. 

Section 3 of the act requires that— 
the President, in his message transmitting a reorganization plan, 
shall specify the reduction of expenditures (itemized insofar as practicable) 
Which it is probabie will be brought about ba 


taking eilect of the reorganiza- 
tions included in the plan. 


‘] his requirement is Hot met, The only statement made | \ the Presi- 
dent iN) his Hhlessage of tral snittal which bears Oli t requirement 1s 
follows: 


The taking effect of the reorganizations provided for it 
No. 1 of 1952 will make possible many benetits in improved 


operations which may be expected to produce substantial savings il ture years. 
Those savings should not be expected to be reflected in an immediate reduction 
in expenditure by the Buerau of Internal Revenue but in an i roved service 
to the public and a more efficient collection of revenue. 


It Is « lear that the above statement re pre sents little me re than the 
expression of a pious hope. It is certainly not such a specification of 
fact as is contemplated by the Reorganization Act for the purpose ot 
allowing Congress to evaluate the desirabilit ty of any given p vlan of 
reorganization. While detailed itemization of seiaeiea savings to 
be derived from each of Mian transfers of fun ‘tions WAS be impossi- 
ble to arrive at with any great accuracy, surely the Congress has a 
right to expect some Over- -all estimate of expected economies, if any, 
upon which to base its evaluation of the plan. Not only does the 
message of the President fail to meet even this minimum requirement, 
but it oes SO far as to state that the projected reorgal ization cannot 
be expected to result in awn immediate reduction in (pel diture by 
the Bureau of Internal Revenue. emphasizing 1! its stead a hoped 
for increase in efficiency. Apparently, economy is not a Col comitant 
of effici lency. Recent statements of the Director ot Budget have 
failed to correct this defect of the reorganization ais 

I, for one, Mr. Chairman, am unable to share even in the hope th: 
this plan will result in substantial economies at some future time. 
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The plan provides for the creation of up to 25 new offices to have the 
title of district commissioners of internal revenue. These new officers 
will be created at a new administrative level lying between the Bureau 
in Washington and whatever field agencies the Secretary may estab- 
lish to carry on the functions presently exercised by collectors. 

It is contemplated that each of these district commissioners will 
have his own staff as well as four assistant district commissioners 
within his office. It is further contemplated that each of the latter 
assistants will have anywhere from two to five branches under his di- 
rection. It is understood that some of these additional offices at the 
district commissioner’s level will represent consolidation of functions 
now performed at a lower administrative level. On the other hand, a 
number of these additional offices would appear to represent simply 
one more administrative level through which our tax administration 
must be channeled. It has unfortunately been the experience in the 
past that, when a new office is created, it tends constantly to increase 
in size. The major addition in personnel involved plus the addition 
of new administrative offices through which taxes must be processed 
leads me to fear that the plan now before the Congress will increase 
rather than decrease present administrative costs. In this connection 
I also note that section 3 of the plan, which relates to the appointment 
and compensation of the new offices, expressly provides that such 
compensation may be fixed without regard to the numerical limitations 
on positions set forth in section 505 of the Classification Act of 1949, 
as amended. 


If. ABOLITION OF EXISTING OFFICES 


Section 1 of the plan abolishes the offices of Assistant Commissioner, 
Special Deputy Commissioner, Deputy Commissioner, Assistant Gen 
eral Counsel for the Bureau of Internal Revenue, collector, and 
deputy collector. With the exception of the office of Deputy Col. 
lector and Deputy Commissioner, all of the offices which are abolished 
are required under existing law to be held by incumbents appointed 
by the President with the advice and consent of the Senate. 

Section 2 of the plan provides for establishment of new offices. 
This section provides as follows: 

Sec. 2. ESTABLISHMENT OF NEW OFFICES.—(a) New offices are hereby estab 
lished in the Bureau of Internal Revenue as follows: (1) Three offices each 
of which shall have the title of “Assistant Commissioner of Internal Revenue” 
(2) so many offices, not in excess of twenty-five existing at any one time, as 
the Secretary of the Treasury shall from time to time determine, each of which 
shall have the title of “district commissioner of internal revenue’; and (3) 
so many other offices, not in excess of seventy existing at any one time, and 
with such title or titles, as the Secretary of the Treasury shall from time to 
time determine. 

(b) There is hereby established in the Department of the Treasury a new 
and additional office which shall have the title “Assistant General Counsel.” 

It will be noted that that office is established in the Department of 
the Treasury, not in the Bureau of Internal Revenue. 

Thus, under the plan, the only internal revenue officer who will 
be required to have Senate confirmation is the Commissioner of 
Internal Revenue. All of the other officers will be ap pointed by thi 
Secretary of the Treasury without benefit of Senate review as to ‘thei 
qualifications, experience, and aptitude for the post. 
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The Bureau of Internal Revenue is so important from the stand- 
point of raising revenue and the relationship of the taxpayer to his 
Government that I do not believe that the appointment of officers in 
charge of its most important functions can be left entirely to the 
judgment of one man, namely, the Secretary of the Treasury. The 
difficulty in the present situation has been not with the method of 
appointment but with the caliber of the men selected. The records 
of the King subcommittee indicated that of the list of employees of 
the Bureau of Internal Revenue who were either discharged or forced 
to resign, 96 percent were under civil service. (See Congressional 
Record, January 30, 1952, pp. 668-669.) So the fault lies not with 
the method of appointment but with the persons selected for particular 
posts. Whether selected from civil-service rolls or from outside 
sources, they must be screened with the utmost care before they are 
selected for a particular post. 

I believe that the added check of Senate confirmation of the top 
officers of the Bureau, including the collectors of internal revenue, 
must be continued as a protection to maintain the integrity of the 
service. Under the plan, as heretofore stated, neither the President 
nor the Congress is responsible for appointments in the Internal 
Revenue Bureau (except that of the Commissioner). The appoint- 
ments which turn out to be ill-advised can be corrected only by the 
clumsy processes by which a civil servant can be put out of office. On 
the other hand, Presidential appointees can be removed summarily 
for misconduct as shown by the recent action in removing certain col- 
lectors of internal revenue. 

In this connection, | would like to describe the situation when the 
Legal Department of the Treasury was reorganized in 1934. The 
House bill provided for a General Counsel, to be appointed by the 
President, by and with the advice and consent of the Senate, and gave 
the Secretary the power to appoint and fix the duties of Assistant 
General Counsel to assist the General Counsel in the performance of 
his duties. The Senate Finance Committee insisted that all of the 
Assistant General Counsel be appointed by the President with Senate 
confirmation. In conference, the Senate conferees agreed to permit 
the Secretary to appoint all of the Assistant General Counsel except 
the Assistant Counsel for the Bureau of Internal Revenue. Because 
of the importance of the office of Assistant Counsel for the Bureau of 
Internal Revenue, this position was required to be confirmed by the 
Senate and the office was specifically designated as “Assistant General 
Counsel for the Bureau of Internal Revenue.” 

Under the plan, there is established merely an additional office 
called Assistant General Counsel apparently to take the place of the 
statutory office of Assistant General Counsel for the Bureau of In- 
ternal Revenue. ‘The incumbent of this office is to be appointed by the 
Secretary, without Senate confirmation. Such an nppemine nt, with- 
out Senate confirmation, was deemed to be unwise by the Congress in 
1934, and I believe it is unwise today. 

The statutory offices of the collector which are abolished under the 
plan are, according to the testimony of the Secretary of the Treas- 
urer and the Commissioner of Internal Revenue, to be succeeded by 
certain offices to be set up by the Secretary with such title or titles, as 
the Secretary of the Treasury may from time to time determine. For 
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the moment, the Secretary and the Commissioner tell us they will be 
called Deputy District Commissioners. For the moment they tell us, 
‘hey will have not only the collection functions of the collectors but 
also other activities including examination and audit of all tax returns. 

May I pause to say, Mr. Chairman, when your tax-collection system 
moves in that direction it will, inevitably, retard the rapid collection 
of taxes. If it moved in the other direction, where your auditing and 
collecting office agencies were separate and apart, there might be 
some hope for improvement. 

I believe it will be a serious mistake to consolidate collection func- 
tions and audit functions in the same office or same officer. An ad- 
visory group appointed by the Joint Committee on Internal Revenue 
Taxation in 1947 made a report on January 27, 1948, which recom. 
mended that the Bureau have two field organizations, the collectors’ 
offices and the agents’ offices. Undoubtedly, if the same office which 
audits the return collects the tax, there will be numerous contro- 
versies with the taxpayer as to the correctness of the tax, even after 
it has been assessed. At the present time, the collector when he re- 
ceives an assessment list showing an additional tax, proceeds to col- 
lect the tax in a manner similar to the enforcement of judgment. I 
am afraid this policy will seriously jeopardize our collection ma 
chinery. 

Another bad feature about this plan is that neither the title of the 
office or the duties to be performed will be prescribed by law. Tax- 
payers have for years been accustomed to deal with the collector of 
internal revenue in the filing of their returns and the payment of taxes. 
His office is usually in the Federal building. To completely obliter- 
ate such an office and place the collection of taxes in such officer 
as the Secretary may designate may seriously impair the collection 
of the tax. Further, the plan contemplates that the Secretary may 
shift functions from one office to another. The taxpayer would never 
be certain as to the officer to whom he should make return and pay 
his tax. Thus the success of the whole revenue system would be risked 
on the judgment of one person, to wit, the Secretary of the Treasury. 
I believe that the importance of revenues to the country is such as 
to make it undesirable to leave such an important decision in the hands 
of one man. 

The message of the President indicates these reasons for abolishing 
collectors: 

(1) The difficulty of removal. 

(2) They are not fully responsive to their superiors. 

(3) Residence requirements prevent moving a collector from one 
collection district to another. 

(4) The technical nature of the collector’s work makes it neces- 
sary to put the collector under civil service. 

As to the first reason, I believe the collector is directly responsible 
to his superiors in the conduct of his office. Section 3942 of the In 
ternal Revenue Code provides that collectors may be suspended for 
fraud, gross neglect of duty, or abuse of power. The Secretary re 
cently has issued an order prohibiting all collectors appointed after 
1950 from engaging in outside activities and those appointed prior 
to that date from engaging in activities in conflict with the Govern- 
ment interest. 
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As to the residence requirement, the present Secretary and present 
Chairman of the Civil Service Commission have promised to keep the 
residence requirement for the proposed successor. But this, of course, 
will bind only the present incumbents. 

I have already discussed the fourth point. 


Ill. UNCERTAINTY RESULTING FROM ABOLITION OF THE OFFICE OF 
COLLECTOR 


Abolition of the statutory office of collector will inevitab ly result in 
confusion and uncertainty with respect to a number of the provisions 
of the internal revenue laws. 

Assuming that all of the functions of the collector were effec tively 
transferred to the Secretary of the Treasury by Reorganization Plan 
No. 26 of 1950, and assuming that those functions so transferred e 
be delegated by the Secre tary to such officers as he may designate, tha 
fact remains that a number of the provisions of the Internal Revenue 
Code which refer to the collector impose duties upon taxpayers which, 
of course, were not affected under Reorganization Plan No. 26. Serious 
uncertainty can result in the application of these provisions in view 
of the abolition of the office of collector and the failure by statute to 
create a new office to assume its functions. 

For example, section 53 (b) of the Internal Revenue Code requires 
the taxpayer to file his return and pay his tax to the collector for the 
district of his legal residence or principal place of business. Certainly, 
the taxpayer is beyond the power of the President under any reorgani- 
zation plan. Likewise satidiah 58 (d) (2) of the code imposes upon the 
taxpayer the duty of making a declaration and payment of estimated 
tax and to file amended returns with the collector. Section 321 (c) of 
the code imposes a duty on the executor of an estate to file an estate 
tax return with the collector of the district in which was the domicile 
of the decedent at the time of lis death. T wish to emphi size again 
with respect to these sections of the code that they Pp ylace dutie s apes 
the taxpayer, and there is nothing in the proposed reorganization plan 
which requires the filing of returns and payment of taxes to be made 
toany other officer. Thus, the plan leaves unchanged the present duties 
of taxpayers, but, in effect, makes it impossible for him to perform 
these duties in accordance with statute. 

Similar confusion and uncertainty are cast upon the application of 
a number of other provisions ot the code, nh view of the fact that the 
reorganization plan, in abolishing the statutory offices of collector and 
deputy collector, leaves in their place a statutory vacuum, 

I or example, section 3601 (c) of the code imposes criminal penalties 
upon any person who forcibly obstructs or hinders any collector, 
deputy collector, internal revenue agent, or iabihae in the execution 
of any power and authority vested in him by law. Will the abolition 
of the statutory offices of the collector and deputy collector, in terms 
of which these criminal offenses are described, mean that the new 
officers to whom the Secretary intends to transfer the functions 
of the present offices will not be able to employ these penalties in the 
exercise of their official duties? This would be a very serious impair- 
ment of the ability of these officers to carry out their duties. On the 
other hand, is it intended that by transferring the functions of col- 
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lectors and deputy collectors to some other officials desginated by him, 
the Secretary will be able to likewise transfer to these new officials 
the protection which these criminal sanctions afford? While this 
latter result may be desirable from an administrative standpoint, I 
seriously question the propriety of a system of criminal penalties 
whose incidence may be varied at the sole discretion of some admin- 
istrative official. It has long been supposed, and certainly the courts 
require, that criminal statutes be certain in their application. 

Section 2815 (a) of the code requires that collectors may not approve 
a bond for a distiller until such time as all requirements of the law 
and regulations in relation to distilleries have been compiled with. 
For violation of this limitation upon his authority, a collector “shall 
forfeit and pay $2,000, and be dismissed from office.” Is it supposed 
that, following the abolition of the statutory office of collector, the 
Secretary can require that the officers to whom he transfers the fune- 
tion of approving distillers’ bonds will also be liable to these same 
penalties? If not, then there has been lost one more safeguard specifi- 

cally enacted by the Congress to prevent and punish improper con- 

aus + in office. ‘The other possible alternative—that the Secretary can 
at his discretion transfer liability for these penalties—appears to me, 
at least, to be equally unfortunate. 

Section 2816 (a) of the code requires every oe to file detailed 
plans of his distillery with the collector. How can this statutory 
duty be carried out if the office of collector should n no longer exist / 

Sections 3975, 3976, and 3977 of the code authorize, under certain 
circumstances, the issuance of oaiecuale of distress against delinquent 
collectors‘and authorize the sale of both their personal and real prop- 
erty in satisfaction of their debt to the United States. It would seem 
likely that once the stautory office of collector is eliminated, these 
protections which the Government now possesses will no longer exist. 

The term “collector” is defined in the code to mean “Collector of 
internal revenue” which office, of course, is abolished by the plan. 

Thus, it cannot be argued that the statutory provisions referring to 
the “collector” which I have just discussed will remain applicable 
to whatever office the Secretary transfers the functions of collecting 
the taxes. I personally am at a loss to see how these provisions will 
operate once the statutory office of collector is abolished, and I feel 
that many taxpayers will be subject to a similar state of uncert: Linty. 


IV. EFFECT OF PLAN ON THE TAXPAYER'S RIGHT TO SUE COLLECTORS 


At the present time, a taxpayer is entitled to bring suit in the ap- 
propriate district court of the United States against a collector of 
internal revenue for the recovery of taxes. A trial by jury may be 
had in such suits. As previously pointed out, the reorganization 
plan abolishes the office of collector of internal revenue and makes 
no statutory provision for any new office with comparable functions. 
I believe that there is a very serious danger that this aspect of the 
plan will result in the loss of the right of action against collectors 
referred to above. Should this right of action disappear, a taxpayer 
would have to sue the United States with consequent loss of his right 
to trial by jury and the right to bring suit in his judicial district. 

I am not dogmatic upon this point, Mr. Chairman. I know full 
well that the Secretary of the Treasury and his General Counsel 
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have said that this right to sue and consequent right of trial by jury 
will follow the function, but the American Bar Association yesterday, 
at Chicago, seemed to have been troubled about it, because one of 
their committees recommended that if the plan should be adopted 
it should be coupled with a distinct recognition of the right to sue 
the person succeeding to the collector’s functions and of the right to a 
jury trial. Subsequently, the American Bar Association as a whole 
defeated even the plan with that additional stipulation. 

The Treasury Department contends that the right of suit will not 
be lost because it is a common law right which will follow the fune- 
tion of collecting taxes, no matter to whom that function is trans- 
ferred by the Secret: ary under the plan. I a not wish to dwell 
this time on the full legal argument involved in this question. I have 
attached to my statement a legal Se which discusses the 
problem in detail. ‘This memorat — casts serious doubt upon the 
correctness of the position taken by the Treasury on this question. 
The conclusion reached is that the present right of action against 
collectors is one which appears to a large degree by implicat on of 
statute. That being the case, there is serious doubt in my mind 
whether the present right of suit can survive the abolition of the very 
statutory office out of which this implication arises. 

Now ] come to the Hoover report, because that matter has been 
brought into this question. 


V. CONFLICT WITH HOOVER REPORT 


The plan violates the underlying fundamentals of the Hoover plan. 
Mere details are immaterial, if the basic and unde ee prince iple 


of a plan is violated by this order 

Recommendation No. 5, page 16, of the Hoover report to the Con- 
gress is that the top staff of the Treasury Department should consist 
of among other officers: 

f. The Commissioner of Internal Revenue with the rank of Assistant See- 
retary. 

The Commissioner of Internal Revenue and his General Counsel, 
under the President’s plan, become little more than Charlie McCarthys 
to carry out the decisions of the Secretary of the Treasury. 

I have already said, and I wish to emphasize it again that I am not 
attacking the present Secretary of the Treasury. I have great confi- 
dence in him. I regard him as a good secretary. But it is not a ques- 
tion of whether the Secret: ary is now good or bad. Itisa question of 
whether the Secretary should have the sole author ity to change our 
entire tax system, which has developed through a large body of law, 
whenever he desires to do so. 

It also is recommended in the Hoover report that a legal counsel be 

ylaced under the immediate direction of the Commissioner of Internal 
Sian. 

In addition, the task force report on the Hoover Commission ree- 
ommended : 

The Assistant Secretary in charge of revenue should have under his immediate 
direction the Division of Tax Research and the Office of Tax Legislative Counsel 
(if continued as a separate entity). In addition, he should have general super- 
vision over the proposed Revenue Service, discussed below. In this way, all the 
revenue policy matter of the Treasury would clear through one responsible 
official at the top level of the department. 
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The plan submitted by the Treasury does not follow these recom- 
mendations of the Hoover Commission. The Commissioner of In- 
ternal Revenue is not given the rank of Assistant Secretary. He has 
not been given supervision i the Tax Legislative Counsel’s Office, 
Division of Tax Research, or his own legal officer. Under the pro- 
posed plan there still exist alia of interference with the operations 
of the Bureau relating to the promulgation of regulations, rulings, 
and so forth, dealing with the interpretation of the internal revenue 
laws. Secretary of the Treasury Snyder in his testimony before the 
committee stated that under the plan the “Assistant General Counsel” 
for the Bureau of Internal Revenue will have two functions: 

He will, insofar as the operation of the Bureau is coneerned, be accountable 
to the Commissioner. In the studies of tax planning and that sort of thing 
he would function through the General Counsel of the Treasury. So he really 
has two. 

I pause to say here, Mr. Chairman, I was very much troubled | 
Commissioner Dunk: ap’s statement that he had no particular inte “ane 
in a “yes man” as General Counsel, but that is exactly the sort of 
counsel he will have under the reorganization plan. 

Again, the Secretary stated in the hearings: 

The duty of the Assistant General Counsel, who will serve the Commissioner 
of Internal Revenue, will be to give the highest quality of professional legal 
service to the Commissioner and other officers of the Bureau, under the super- 
Vision of the General Counsel, as chief law officer of the Department. 

It is clear, therefore, that the Commissioner will not have his own 
law officer under the plan, and that the Chief Counsel of the Bureau 
will be under immediate orders of the General Counsel of the Treas- 
ury, and that where there is any conflict between the views of the 
Commissioner and the General Counsel, the Assistant General Counsel 
must support the views of the General Counsel. 

Now I wish to go to some matter that is of importance to the 
Finance Committee, and, that is, the powers of the Joint Committee 
on Internal Revenue Taxation. That is my section 6. 

Section 4 of Reorganization Plan No. 1 of 1952 is indefinite as to 
functions transferred to the Secretary. I provides as follows: 

There are transferred to the Secretary of the Treasury the functions, if any, 
that have been vested by statute in officers, agencies, or employees of the Bureau 
of Internal Revenue of the Department of the Treasury since the effective date 
of Reorganization Plan Numbered 26 of 1950. 

In 1942 the —— ss found it necessary to enact Internal Revenue 
Code section 5012. ealeecieian the Joint Cou nmittee on Internal 
Revenue Taxation to secure directly “from the Bureau of Internal 
Revenue, including the Assistant General Counsel for the Bureau of 
Internal Revenue, information and data relating to internal revenue 
taxation without interference by the Treasury ba ‘partment. 

One of the duties of the Bureau preser ibed in section 5012 was to 
furnish information, data, and so forth direct ns the Joint Committee 
on Internal Revenue Taxation. Following adoption of plan No. 26 
of 1950, on February 28, 1951, Congress saw fit to enact Publie Law 
% (82d Cong. Ist sess.) now Internal Revenue Code section 5012 (c), 
which provides that section 5012 (b) and (c) shall be applied without 
regard to plan No. 26 of 1950. This latter tesa will be nullified 
& y section 4 of plan No. 1 of 1952 unless its language can be construed 

as to prevent such interpretation. 
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There is considerable doubt about this point, and it is highly im- 
portant, in the interest of the legislative branch, that the committee 
be entitled to obtain revenue statistics and data as provided in section 
5012 directly from the Bureau of Internal Revenue, and without 
interference from the Treasury. The plan includes no safeguard in 
this respect. The fact that the present Secretary, the present General 
Counsel, the present Commissioner, and the House committee report 
state that under their policy the provisions of section 5012 will not be 
affected, may not be sufficient safeguard. 

This, Ma. Chairman, is the section of my statement which comments 
on the proposed procedures under the plan. This is biahts techmieal. 
It is quite impossib le for anyone to follow this discussion without 
looking at each of the charts attached. This is one of the most im 
portant parts of my statement. 


VII. COMMENTS ON PROPOSED PROCEDURES UNDER THE PLAN 


(a) Cost of operation: Reorganization Plan No. 1 of 1952, presently 
under consideration, not only fails to make estimates of expected 
economies, but, as I have indicated earlier, an appraisal of the con- 
templated changes leads one to the conclusion that the cost of operat- 
ing the Bureau under this proposed plan may be increased by millions 
of dollars. This is evidenced by the following factors: 

1. Creation of 99 new positions at grades 16, 17, and 18, which will 
not be subject to the numerical limitation laid down in the Classifica- 
tion Act of 1949. This will necessarily result in upgradings from 
top to bottom. 

The creation of a new intermediate level. styled the “District 
Commissioner Office,” between the field operations and the Washing 
ton headquarters will necessitate the creation of staffs to carry out 
these functions. The plan authorizes the establishment of 25 regions 
or areas to be headed by a district commissioner, although the Secre- 
tary has stated that it is tentatively planned to establish 21 such 
regions at the present time. In his testimony before the Committee 
on Expenditures, neither the Secretary nor the Commissioner were 
able to make any estimate of the average size of the staff contemplated. 
re ‘re has been no concrete demonstration that any of the functions 

r personnel would be decentralized down from the ‘Washington head- 
a) urters to the district commissioner level. Further, there is no evi 
dence that any excess personnel will be made available for the district 
commissioner's staff as a result of the contemplated consolidations 

and changes in the field operations insofar as the offices of the assist- 
ant district commissioner (Enforcement Division) and assistant dis 
trict commissioner (Administrative Division) are concerned. 

It seems clear that whereas the ‘re are 12 appellate (technical) staff 
offices ane ‘the present organizati ms this number will be increased 

ede 4 r possibly D5. oflices under ie proposed plan. And whereas 
there are now 12 division counsel ae , there will be 21 o a5 under 
the proposed reorganization, 

It, therefore, appears that the staff requirements at the district 
commissioner level will be substantial and that to; lara extent the 
personne] to fill these positions must be in addition to those ¢ urrently 
employed by the Bureau. 

In aclalit ion to the above, the office of the chief Insp ctor will « perate 
at the district commissioner's level and, while not attached to the 
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office of district commissioner, it will require the creation of an en- 
— new function, and will, of course, require additional personnel. 

At the deputy district commissioner’s level, it appears that those 
hanckione which are presently carried on in the offices of 39 internal 
revenue agents-in-charge, will be increased in the sense that a com- 
parable function must, “under the proposed plan, be carried on in 64 
deputy district commissioner’s offices. While some of the presently 
existing branch offices of the agents-in-charge may supply the person- 
nel required in the additional 25 deputy commissioner offices it appears 
that the net result will be an increase in personnel. 

The same observation may be applied to the 14 special agents’ 
offices, the function of which will now Ras ‘arried on in 21 special inves- 
tigations branches at the district commissioner level. 

The Secretary and the Commissioner have stated that long-range 
economies will result, but in view of the above it appears on the face 
of the plan that the increased cost of operation will be very substantial. 

(6) Delay in processing: Tied in directly to the above factors that 
indicate an increase in the cost of operations, are the factors which 
indicate that the proposed plan will increase the number of steps 
through which a case must pass and will lengthen the processing 
period rather than decrease it. (I am attaching a chart of the pro- 
posed organization to which I will refer.) In short, while the lines of 
control may be clearer and the authority more clearly pinpointed, it 
ap pe ars that efficiency will be impeded in certain respects as follows 

Under present procedure, a taxpayer's return is audited in the 
field by an agent in the office of the Internal Revenue Agent-in-Charge. 
The case is reviewed and conferences held in that office and, if the tax 
payer agrees to the determination, the case is then forwarded directly 
to the Income Tax Division on the Washington level for postaud { 
revie wr Under the proposed plan, the agent will audit the return, 
and this will be subject to review and conference by his Group Chie! 
in the Audit Unit (No. 44) who is a party to the determination 


The case, whether agreed to by the taxpayer or not, will then be, 


reviewed by the Field Audit Section (No. 42). It will then be subject 
to review on the merits by the Chief of the Audits Branch (No. 36) 
The case must then be forwarded through the Enforcement Divisio: 
ee yresumably will sign for the Deputy Commissioner. If the ea 

is die ute, it will then be forwarded to the Conference Section. 
Office of the District Commissioner, or to the Appellate Divisio 
if the ti aepayer so requests. If it is an agreed case, it must then b 
forwarded through the Enforcement Division, Office of District Com 
missioner, and then on to Washington for postreview 

These additional steps in processing and procedure will appa 
wats also be introduced with regard to the functions of the Alcoho 
and Tobacco Tax Unit and those of the Intelligence Unit. 

Just what functions will be performed at the District Commi- 
sioner’s level is not clear—that it, whether the Assistant District Cor 
missioner (Enforcement Division) will review cases on their merits 
or will merely coordinate the activities of polici ies of the Enforcement 
Rivision operating on the Deputy District Commissioner level. At 
any rate, correspondence regarding cases from the Washington lev: 
would necessarily have to be directed to the Office of District Com 
missioner for action, and it seems clear that time for processing 

case will be increased to some extent. 
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CHART 7 


DEPARTMENT OF THE TREASURY- BUREAU OF INTERNAL REVENUE 
Summary Chart of Proposed Organization 
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REORGANIZATION PLAN NO. 1 OF 1952 


Senator Grorce. I now come to the Office of Chief Counsel. I do 
want to refer to that. 

(c) Office of Chief Counsel: The charts presented in connection 
with the proposed plan or reorganization give the impression that the 
authority of the Commissioner would be greatly strengthened with 
respect to functions presently carried on by the Office of Chief Coun- 
sel. For example, on the District Commissioner level the chart indi- 
cates that the trial branch (which comprehends all of the functions 
of the present Division Counsel’s Office, plus some additional ones) 
will be subject directly to the Assistant District Commissioner, Ap- 
pellate Division, who in turn is subject to the control of the District 
Commissioner and the Assistant Commissioner (Operations). Sim- 
ilarly, the charts and the functional descriptions submitted by the 
Treasury Department indicate that many of the functions presently 
carried on by the Office of Chief Counsel, that is, duties of the Legis- 
lation and Regulation Division, the Interpretative Division, the Re- 
view Division, and the Civil Division would be transferred to the As 
sistant Commissioner (Technical) and be under the supervision and 
control of the Commissioner—not the Chief Counsel, who is respon 
sible in all policy matters to the General Counsel of the Treasury. 

However, inquiry of the Treasury reveals that the Office of Chief 
Counsel will remain substantially unchanged from the present organ 
ization—except for the requirement of additional personnel to man 
the legal st: affs for the wh di strict commissioners ‘ It also | been 
stated by the Treasury that the Trial Branch fanctio: s (No. 23) will 
be transferred to the legal staff on the District ( 
and that all divisions currently operating 


Oiliti Oners ‘ Cl. 


] } ‘ ; é 
and subyect » CO] rol 


of Chief Counsel on the Washington level will continue unchanged. 
This necessarily means that in addition to considerable dupli 


LDL cation 


ot effort ‘c&. 2. the Review Division ana th eo rislation nie ecula 
tion Division) the dual responsibility of the Chief Cow se] and the 
Commissioner will permit the same interference with the os 
of the Bureau as presently exist, and th: aut the Gener: al Counsel of the 
Tre: asury will continue to cut across the Commissioner's author Cy and 
subvert his recommendation in any instance in which he considers that 
a “matter of policy * 1s involved. 

For example, regulations and rulings initiated the Assistant 
( ‘omptroller’ s Office will be sub ject to review by the Chief Coun sel, 
who, in turn, will be guided and controlled by the General Counse 
other Treasury agency. Although the Assistant Com 
(Technical) is charged with recommending action to be t 
respect to unfavorable court decisions (acquiescence, nonacquiesce} ce, 
or appeal) the decision will in reality be that of the Chief Counsel. 

Likewise, although the Assistant Commissioner (Tec mieal) is the- 
oretically charged with reviewing refunds subject to review of the 
Joint Committee on Internal Revenue Taxation, this function will 
also be continued under the Chief Counsel. 

Accordingly, it seems clear that the Office of Chief Counsel will 
continue to have the final decision subject to action by the Treasury 
Department, with respect to rulings, interpretations, regulations, liti- 
gation, and all other matters which it now exercises. 


or 


S10! eT 
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(7) Settlements: Under the proposed plan, if a taxpayer does not 
agree to the agent’s determination, he may request a conference with 
the appellate staff. The chart indicates that the assistant district 
commissioner, Appellate Division (No. 14), is directly responsible to 
the district commissioner. However, upon inquiry we are told that 
the assistant district commissioner, Appellate Division, will have 
authority to enter into settlements and sign for the Commissioner 
and that his actions are not subject to review or control of the district 
commissioner. This chart is therefore misleading, in that authority 
is not pin-pointed up through the district commissioner, but rathe1 
remains exactly as it is today. 

The function of the Chief Counsel remains as it is under the present 
organization. Once a case is docketed, the Chief Counsel's representa 
tive takes control and the case cannot be settled without his conew 
rence. 

I now come to the important question of conferences. 

(e) Conferences: Under the proposed organization, the conference 
presently available to the taxpayer in the office of internal revenue 
agent in charge is abolished, and in its place is substituted an informal 
conference at the group-chief level. If agreement is not reached here, 
the taxpayer is entitled to a conference at the district commissioner's 
level (appellate staff). It, therefore, appears that the plan decreases 
the taxpayer’s opportunities to settle his case without employing lega| 
counsel and filing formal protests before the appellate staff. 


CONCLUSION 


All of the afore-mentioned factors lead to the conclusion that the 
proposed plan of reorganization is still in an embryo stage of develop 
ment. From the foregoing analysis, it appears that the plan lacks 
suitable controls over its decentralization features, so as to obtain 
uniformity of operation and equality of treatment between taxpayers. 
It also appears that the inspection service, because of its duty and 
power to review settlements of individual cases on the merits, may 
slow down the entire settlement polic: vy. . Persons charged with the 
duty of settling individual cases will hesitate to exercise their in 
dividual judgement because of fear of criticism by the inspection ser 
ice. If this happens, the Tax Court and the district courts will | 
flooded with more cases than they can possibly handle, and ee 
tion of taxes W il] be impaired, 

I now come, Mr. Chairman, to the memoranda relating to the effect 
of the Reorganization Plan No. 1 of 1952 and the right of taxpayers 
to maintain suit against collectors of internal revenue. 

This statement has been rather carefully prepared. Undoubtedly, 
it recognizes the basic core which did give rise to the cause of 
action agi ‘inst the collector for money unlawfully had and received, 

thy had and rece ive us and, the re fore, he was by the Supreme 

the United States held subject to suit, with all of the right- 

along with a suit of that character, including the right o1 
jury. 

ll be seen in this brief that whereas the collector was at first 

responsible in the suit for money had and received, and 

not pay out safely any money thus had and received 
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under protest Without assuming full responsibility, the result was 
some delay in turning over money collected by the collectors. 

And then there followed an act of the Congress which required 
the collector to turn over the money still liable, of course, to the suit 
for money had and received, but from this and other statutes that have 
been passed it seems reasonably certain now that the right of action 
arises by implication of the statutes, rather than by being based ex- 
clusively upon the common-law assumpsit for money had and received 
Hegally or wrongfully, as the Treasury has cone laced. 

But on this point again I wish to say that or opinions 
might differ and reasonable judgments might differ, but I do think 
that the Congress will find it necessary, if this plan goes into effect, 
to resort to legislation in order to clarify the rights of the taxpayer 
in suits against the Government. The brief dealing with this sub- 
ject follows: 


At the present time, a taxpayer is entitled under judicial decision to bring 
suit in the appropriate district court of the United States against a collector 
f internal revenue for the recovery of any internal-revenue tax alleged to have 
ven erroneously or illegally assessed or collected, or any penalty claimed to have 
been collected without authority or any sum ate ged to have been excessive or 
in any manner wrongfully collected under the internal-revenue laws. A trial 
by jury may be had in such suits. Section 1 of Reorganization Plan No. 1 of 
1952 7% abolishes the office of collector of internal revenue provided for in section 
3941 of the Internal Revenue Code, and makes no statutory provision for any 
new office with comparable functions. The question thus arises as to what effect 
the abolition of the statutory office of collector will have upo right of 
suit referred to above 

It is the contention of the representatives of the ’ is Department that 
the present suit against collectors is in the nature of a ! ! Vv action of 
assumpsit for money had and received, and that, therefore, the righ f action 
will continue to lie against whatever officials to whom the nections of the 
present collectors are transferred by the Secretary of the Treasury under the 
reorganization plan It is believed that this opinion of the Treasury represents 
an erroneous conclusion of law. As this memorandum will elop, the present 
right of action is not a common-law right but one which has en by implica- 
tion of statute. This being the case, there is a very serious doul hether the 
present right of suit will survive the abolition of the statuto 
collector. 

The right of a taxpayer to sue a collector was first 7 he $ reme 
Court in Elliott v. Swartirout (10 Pet. 137 (€18386)). Th: was an action of 
ssumpsit to recover from the collector an amount received by him for duties 
as collector of the port of New York Qne of the questio pore ted to the 
Court was whether a collector is personally liable in an action to re ver back 
in excess of duties paid to him as collector, and by him paid over in the regular 
nd ordinary course of his duty into the Treasury, a notice having been given 

ollector at the time of payment that the duties were being paid under 

otest There was no statutory authorization for the action n upholding 
he right to maintain the action, the Court rel } long line of d isions to 
the effect that an action may be sustained against an ag who h ‘eceived 
noney to which the principal has no right 
t over to his principal. The Court 

“From this view of the cases, it may be assumer 
he law, that where money is illegally demanded ai 


to pay 


innot exonerate himself from personal responsibilit 


his principal, if he has had notice not to pay 
‘ must be, that the collector is 
er back an excess of duties paid to him 


1Transmitted by the President to the Congress, January 14 

ons of the Reorganization Act of 1949, approved January ZO. 1949 

2 Hearings, Reorganization Plan No. 1 of 1952 Committee or 
Executive Departments, House of Representatives, 82d Cong ! 
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stances states * * *: although he may have paid over the money into 
the Treasury.” 

Thus, the Court at that time recognized a common-law right of action against 
collectors in accord with the general liw applicable to agents in private trans- 
actions between individuals. 

As a result of the decision in Elliott v. Swartwout, supra, collectors refused 
to pay over to the Treasury amounts which had been collected by them under 
protest. In order to protect the revenue, Congress in 1839 enacted a statute 
making it the duty of the collector to turn over to the Treasury all amounts 
received whether paid under protest or not. In 1945, the Supreme Court de- 
cided in Cary v. Curtis (38 How. 236), that the common-law right of action against 
collectors which had been established in Elliott vy. Swartwout, supra, had not 
survived the act of 1839. The Court interpreted the act as leaving with the 
collector no lien upon, nor discretion over the duties collected by him, and 
considered the act as converting the collector into the mere bearer of thoss 
sums to the Treasury. The Court stated: 

“This section of the act of Congress, considered independently and as apart 
from the facts and circumstances which are known to have preceded it, and 
may fairly be supposed to have induced its enactment, must be understood as 
leaving with the collector no lien upon, or discretion over, the sums received by 
him into the mere bearer of those sums to the Treasurer of the United States, 
through the presiding officer of which department they were to be disposed of in 
conformity with the law. Looking, then, to the immediate operation of this 
section upon the conclusions either directly announced or as implied in the de 
cision of Elliott v. Swartwout, how are those conclusions affected by it? They 
must be influenced by consequences like the following: That whereas by the de 
cision above mentioned, it is assumed that, by notice to the collector, or by pro 
test against payment, a personal liability for the duties actually paid, attaches 
upon, and that for his protection a correspondent right of retainer is created on 
his part; it is thereby made known (i. e. by the statute) that under no circum 
stances in future should the revenue be retained in the hands of the collector 
that he should, in no instance, be regarded by those making payments to hin 
as having a lien upon it, because he is announced to be the mere instrument 01 
vehicle to convey the duties paid into his hands into the Treasury; that it is the 
Secretary of the Treasury alone in whom the rights of the Government and of 
the claimant are to be tested; and that whosoever shall pay to a collector any 
money for duties, must do so subject to the consequences herein declared. Such 
from the 3d day of March 1839, was the public law of the United States; il 
operated as notice to everyone; it applied, of course, to every citizen as well as 
to officers concerned in the regulations of the revenue; and as it removed the im 
plications on which the decision of Elliott v. Swartout materially rested, that 
case cannot correctly control a question arising under a different state of the 
law, and under a condition of the parties also essentially different” (3 How, 236 
241, 242). 

Thus, the Court decided that no common law right of action against the col 
lector remained, since the statutory duty of paying over all moneys collected to 
the Treasury was inconsistent with any theory of common law liability to tax 
payers, \ conclusion similar to that of Cary v. Curtis, supra, was also reach 
by the Court in Curtis v. Fiedler (2 Black 461, 478), and in The Collector v 
Hubbard (12 Wall. 1). In Curtis v. Fiedler, supra, the Court pointed out: 

‘But the law never implies a promise to pay unless some duty creates such a1 
obligation, and more especially it never implies a promise to do an act contrar) 
to duty or contrary to law. Collectors under the act referred to were required 
to pay all moneys received for unascertained duties or for duties paid unde: 
protest into the Treasury of the United States, and consequently this Court 
held that in a case arising under that law, where that duty had been performed 
by the colletecor, the law would not imply a promise on his part to pay the same 
back to the importer, because he was under no obligation to pay the mone; 
twice, and to have paid the same back to the importer in the first place would 
have been contrary to his official duty as prescribed by an act of Congress.” 

Shortly after the decision in Cary v. Curtis, supra, Congress passed the act of 
February 26, 1845,* providing that nothing in section 2 of the act of Mareh 3 
1839, should be construed to deny or impair the right of any person or person: 
“who have paid or shall hereafter pay’ duties under protest “to maintain any 
action at law against such collector * * * and to have a right to a trial } 


> Act of March 8. 1839 (ch. 82, 5 Stat. 389, 348). 
Ch. 22, 5 Stat. 727. 
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jury” to determine the legality and validity of such payment, but such action 
could be maintained and recovery could be had only if protest “setting forth 
distinctly and Specifically the grounds of objection to the payment thereof” was 
made in writing at or before the payment of duties. Therefore, by this enact- 
ment, Congress expressly restored the riglit to sue collectors, but, of course, in 
so doing established it as a Statutory rather than as a common law right. How- 
ever, from the date of enactment of the Act of March 3, 1839, removy ing the basis 
for an action in assumpsit until the enactment of the act of February 26, 1845, 
restoring the right to sue collectors, or for a period of approximately 6 years, no 
right of action existed against collector for the recovery of amounts illegally 
collected as taxes and paid into the Treasury pursuant to law Phe only remedy 
which taxpayers had was by appeal to the Se retary of the Treasury (Curtis y. 
Fiedler, supra; Barney vo atson, 92 U.S. 449. 
1,178; Moore Ice Cream Co. y. Rose, 289 UL S.: Butler v. Carne « F. Supp 


12; DeLima vy. Bidwell, 182 | Ss 
f Dio pul e 
133, 135, 136: Wilkes Barre Lace Wro. Co. \ Vunde uy | sup 6H. G7, OS). 
It may be noted that in Nichols \ Unite es (7 Wall. 122. , the Supreme 
Court pointed out: 

“The allowing a suit at all is also an act of 
Government. As it had confided to the Secretary o 
deciding in the first instance on the amount of dutis 
importation, so it could have made him the final 
cerning the same.” 

When the office of colle: tor of internal revenue was first the 
period of the Civil War. the question again came before » the 
liability of such collectors to suit It was argued that section 3 of the act of 
March 8, 1865, destroyed the right of action because it required collectors of 
internal revenue (as the act of [S45 had required with respect t lectors of 
customs) to pay daily into the lreasury the gross amount of a lut . taxes, 
and revenue received or collected withont any abatement or deduction on ac count 
of salaries, compensation. fees, costs, Charges, expenses, or other claims of any 
description whatever. In Philadelphia v. The Collector (5 Wall. 720 (1866) the 
Supreme Court rejected that argument and decided that a taxpayer could 
maintain a suit against a collector of internal reve nie Llowevet he Court 
reached this result not because it found the existence of an ommon law right 
of action, but because it found that the right to sue the collect r was recognized 
by implication in various statutory provisions. This reasoning 
following language of the Court in that decision (at 


1 


‘ly demon 

strated by the f 730 
“Although the point was not made in this case, it seems prope 
the jurisdiction of the circuit court has often been denied in this « ass of cases, 
because the party aggrieved may appeal to the Commissioner for 
because he may also pursue his remedy by 
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petition to Congress or present it 
n the Court of Claims. Suffice it to say, without entering much ir 


nto the argu 
ment, that such a theory finds no substantial support in any act of Congress 
upon the subject or in any decided case. On the contrar the 


several acts of 
Congress for the assessment and collection of internal duties contain many 
provisions wholly inconsistent with any such theory, and which, when con 
sidered together, afford an entirely satisfactory basis for the Opposite conclusion. 

“Collectors are appointed by the President. and they were made responsible 
by the fifth section of the act of the Ist of May, 1862. both to the United States 
and individuals, as the case might be, for all moneys colle: ted by their deputies, 
and for every omission of duty (12 Stat. L. 434). 

“Collections were required by the twenty-third section of the act to be com- 
pleted within 6 months, and collectors were required to render their final account 
and pay the sums collected into the Treasury within that period. Argument 
is that inasmuch as collectors were required by that act to pay all moneys 
collected into the Treasury, they cannot be held liable to refund any portion 
of such collections; but the same requirement is made of the Commissioner, and 
yet he is authorized to remit. refund, and pay back all duties erroneously or 
illegally assessed or collected, and to pay all judgments or sums of money 
recovered in any court against any collector or deputy collector for any duties 
or licenses paid under protest (12 Stat. L. 725, 729). 

a, Necessary implication from those provisions is, that actions may be main- 
tained against collectors of the internal revenue to recover back duties illegally 
or erroneously assessed. Authority is also conferred upon the 
mulnintisinsniatitisiiei 

513 Stat. 487. 


Commissioner, 
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by the forty-fourth section of the act of the 30th of June, 1864, not only to 
pay back all duties erroneously or illegally assessed or collected, but also all 
duties that appear to be excessive in amount, and to repay to collectors or 
deputy collectors the full amount of such sums of money us shall or may be 
recovered against them in any court for any internal duties or licenses collected 
by them, with costs and expenses of suit (18 Stat. L. 239). 

“Same section also confers authority upon the Commissioner to repay to 
assessors, assistant assessors, collectors, deputy collectors, and inspectors, all 
damages and costs recovered in any suit against them by reason of any act done in 
the performance of their official duties. Evidently, those clauses of the section 
contemplated different grievances and different remedies for their redress as 
known at common law and in the practice of the courts. (See also 14 Stat. L. 111.) 

* * * « * * x 

“Defendant contends that this provision has the same legal effect in respect 
to suits against the collectors of the internal revenue as the second section of 
the act of the 3d of March, 1830, had in respect to suits against the collectors 
of the internal revenue as the second section of the act of the 3d of March, 
1S39, had in respect to suits against collectors of customs (5 Stat. L. 348; Cary 
et al. v. Curtis, 3 Howard, 256; Curtis v. Fiedler, 2 Black, 461). 

“None of the internal revenue acts, however, contemplate that collectors shall 
reimburse themselves for the amount of any judgment recovered against them on 
account of duties illegally or erroneously assessed and paid under protest. Direc 
tion in those acts is, without exception, that all such judgments shall be paid 
by the Commissioner, including, by the latter acts, costs and expenses of suit. 
Clear implication of the several provisions is, that a judgment against the col 
lector in such a case is in the nature of a recovery against the United States, and 
that the amount recovered is regarded as a proper charge against the revenue co] 
lected from that source. Evidently, therefore, it is not material in this inquiry 
whether the collectors of the internal revenue are required to account daily or 
monthly, or whether they are required to pay into the Treasury the gross or only 
the net amount of collections, so long as this provision authorizing the Com 
missioner to pay such judgments, costs, and expenses of suit, remains in full 
force 

“Direct repeal is not pretended, and it is equally clear that the enactment 
requiring collectors to pay the gross amounts collected into the Treasury is in no 
respect repugnant to the provision directing the Commissioner to pay all judg 
ments recovered against such collectors for duties illegally or erroneously 
assessed and paid under protest. Inconsistent provisions are repealed, but «al! 
others remain in full force (13 Stat. L. 486, see. 16). 

“Strong support to the conclusion that the circuit courts have jurisdiction it 
cases like the present is derived from the several provisions authorizing the 
removal of such cases from the State courts into the circuit courts for trial 
Parties compelled to pay an illegal assessment ought to have a convenient remedy) 
to redress the injury, and inasmuch as it is enacted by Congress that no suit 
for the purpose of restraining the assessment or collection of taxes shall be 
inaintained in any court, it is believed that there is no more appropriate o1 
effectual remedy known to the common law than the action of assumpsit fo! 
money had and received, as in this case (act, March 2, 1867, sec. 10).” 

A number of the statutory provisions from which the court drew a necessary 
implication of the existence of a right to sue collectors aré found today in sub 
stantially identical form in the Internal Revenue Code. The representatives of 
the Treasury Department have cited Philadelphia v. Collector, supra, as authority 
for their assertion ® that the right to sue collectors is a common-law right whicl 
follows the “function” of collectors. It seems clear from the portion of the 
decision quoted above that this opinion is based upon an incorrect analysis 

Since the decision in Philadelphia v. The Collector, supra, the courts have 
continuously reiterated that the right of action against the collector is not a 
common-law right but is, in facet, statutory in nature. The leading case in recent 
years is that of Moore Ice Cream Co. v. Rose, supra, decided in 1933. There 
the court stated with reference to the liability of a collector to suit: 

“He is made a defendant because the statute has said for many years that 
such a remedy shall exist, though he has been guilty of no wrong and thoug! 
another is to pay” (289 U. S. 873, 382). 

\gain, in Butler vy. Carney, supra, after pointing out the original common 
law nature of the action, the court went on to state: 
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“Subsequently legislation authorizing the Commission to pay back sums col 
lected by judgment against collectors of internal revenue was construed as gi 
ing statutory authority to bring such suits” (in F. Supp. 133, 136) 

In Wilkes Barre Lace Mfg. Co. v. Mundy (1987), supra, the court was called 
upon to decide whether the right of action against. a collector of internal revenue 
was a right which is protected by the Constitution. The court expressed the 
opinion that, if the collector's liability is merely a creature of statute created 
for the purpose of providing a convenient remedy for a wrong done by the 
United States, it is not protected by the due process clause of the fifth amend- 
ment. Citing Cary v. Curtis, supra, and Curtis v. Fiedler, supra, the cor 
stated: 

“No common law right of action against the collector exists where he has 
acted in performance of his official duties or under the direction of the Secre 
tary of the Treasury or other proper officer of the Government. * Suits 
under such circumstances are essentially suits against the United States author 
ized by Congress and subject to the power of Congress to withdraw its author 
ization at any time” (18 F. Supp. 65, 68). The views outlined above were 
reiterated by the Supreme Court in 1941 in United States vy. Nales (314 U. § 
186). 

It has been pointed out earlier in this memorandum that the common law 
action against the collector which originally existed prior to 1889 could only 
be maintained where payment of the tax had been made under protest Sue} 
putting of the collector on notice was held to be an essential element to the 
enforcement against him of a personal liability under the common law of 
agency. ‘That there can be no vestige remaining today of such a common law 
liability is made clear by the fact that in the Revenue Act of 1924, Congress 
specifically provided that any suit or proceeding for refund may be maintained 
whether or not the tax, penalty, or other sum has been paid under protest or 
duress.’ Thus, the original common law basis for the action as set forth in 
Blliott v. Swartwout, supra, has been expressly removed by legislation 


*t 
it 


Inasmuch as the right of suit against collectors is not a common-law right. 
as asserted by the Treasury, and, thus, does not follow the function of collecting 


and assessing taxes, as likewise asserted by the Treasury, but is a right which 
arises instead by statute, there is a very serious doubt of whether that right of 
action can survive the adoption of Reorganization Plan No. 1 of 1952. The 
Office of Collector of Internal Revenue was established by statute in 1862,° and 
the statutes from which the courts have found an implied right of action against 
collectors all refer to this statutory office. Reorganization Flan No. 1 of 1952 
expressly abolishes the office. Once that office is abolished, the right of action 
would seem to be seriously prejudiced. This danger would appear to be em 
phasized by the language used by the Supreme Court in Moore Ice Cream Co. Vv 
Rose, supra, where it stated (at pp. 382, 3838): 
“A suit against a collector who has collected a tax in the fulfillment of 


ministerial duty, is today an anomalous relic of bygone modes of thought He 
is not suable as a trespasser, nor is he to pay out of his own purse . 
There may have been utility today, at all events where the complaint against the 
officer shows upon its face that in a process of collecting he was acting in the 
line of duty, and that in the line of duty he has turned the money over. In 
such circumstances his presence as a defendant is merely a remedial expedient 
for bringing the Government into Court.” 
In conclusion, the above analysis of the cases clearly indicates that the cate 
gorical assertion of the Treasury that the right of action against collectors wi 
survive the reorganization plan cannot be accepted without serious reservations 


I would not go so far as some enunent lawyers who have submitted 
tome a statement on this plan No. | have gone. 

They have said that plan No. ] is a clear re oOofnitlon of the basic 
theory of fascism in that it takes out of the Congress the whole powe1 
Lo create oflices, to define the duties of those offices, to fix the respol 
sibilities of those offices, and leaves it all in the Secretary. 


Sec. 3772 (b), Internal Revenue Cod 
®12 Stat. 455 This authority is contained today in se 


Code. 
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If a Secretary is wise and good and thoroughly well informed, you 
might have a good administration of the tax laws. If not, you could 
have a bad administration. 

And based upon some twenty-odd years, of more or less close as- 
sociation and contact with the statutes which we have built up in the 
Congress for the protection, of the revenue, I and this committee and 
the Congress itself are all of the view that any fraud or abuses which 
have crept into the system should be eliminated. But the Constitu 
tion places upon the Congress not ye the power to lay taxes, but 
the obligation to collect those taxes. 1 do not believe this plan is a 
cure for any such evils. 

And if you are going to merge the power of audit and collection 
in this field, I believe we will be making progress but in the wrong 
direction. 

The central thought in the Hoover program was that the Commis 
sioner of Internal Revenue should be an Assistant Secretary of the 
Treasury. This plan departs from that basic concept. 

Mr. Chairman, I thank you very much for the opportunity to pre 
sent these views which I most reluctantly reached, because I desired 
to go along with the plan, if it gave any promise or hope of eradicating 
corruption or of expediting the collection of taxes; in other words, if 
it made for greater efficiency and contemplated some reduction, maybe 
ultimately, in cost of government. But I have been unable to reach 
that conclusion, as I have stated to the committee. 

The CHatrman. Thank you very much, Senator. I am sure your 
opinion and analysis of this plan, and your conclusions are going to 
be helpful to the committee in its further study and report on “the 
plan. I am also sure it will be helpful to the Congress. 

Personally, I have had some apprehension about the plan from the 
beginning because I had the impression that it was probably drafted 
in haste, without adequate study, and without full understanding of 
its consequences. I gather from your statement that vou feel that F the 
plan without clarification or without statutes to clarify it simply con 
fuses, if it does not endanger, the present system that is established 
by statute for the collection of taxes. 

Senator Groree. That is correct, Mr. Chairman. 

The Cuatrman. It certainly confuses it. 

In your opinion, Senator, if this plan were adopted, would it pos- 
sibly result in much litigation in an effort to clarify it and to reestab- 
lish the rights of the taxpayer as well as rights of the Government ’ 

Senator Grorer. Undoubtedly it would result in a great deal of 
litigation and a long delay would be occasioned by the adoption of 
this plan. 

The President in the plan suggests that it could go into effect by 
January 1, 1953, whereas the Commissioner of Internal Revenue, Mr. 
Dunlap, a very experienced and very capable man has suggested that 
it would, probably, take a year, or a year and a half. He was not at 
all certain, if you look at his testimony, how long it would take to put 
this plan in operation. 

The approval of this plan will have a decidedly bad effect in this 
way: Once adopted the natural disposition of Congress will be to 
say, “Well, let us give this plan a trial.” Gentlemen, it will take 5 
years. And in the meantime, if the plan is not a good one, you will 
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have lost 5 years and you will have lost efficiency in the collection of 
taxes. That is the trouble about a hastily thrown together ote ce 

This sort of reorganization should never be submitted to the Con- 
gress to be acted upon within 60 days. There are reorganizations 
that can be acted upon within 60 days, but to completely reorganize 
the entire revenue system of this country with only 60 days to study it, 
and when no part of the plan has been spelled out except by charts 
that indicate only general outlines, is asking too much of the Congress. 

A reorganiz: tion of this importance ought to be done by legislation. 

This plan cannot be amended to make appropriate changes. You 
either vote it up or vote it down. 

And for that reason I have been all the more persuaded, as the 
bar association was yesterday, that this plan requires complete and 
exhaustive study be fore going into effect. 

The CHAIRMAN. Senator George, this plan would unquestionably 
place the validity of many statutes now in existence in doubt, would 
it not é 

Senator Grorce. Unquestionably so, because whatever may be the 
power of the President under the Reorganization Act to distribute 
functions and to merge offices and to create new ones, when you deal 
with the citizen, he has a right to stand on the statute. When he is 

called upon to do certain things at his penalty with the Collector of 
Internal Revenue, then he has the right to stand upon the strict letter 
of the law until the Congress comes along and changes it. 

There are many statutory changes which would have to be adopted 
and which I have no doubt the Secretary himself would recommend 
from time to time, if this plan goes into operation. 

The CHairMan. Senator, if a bill were introduced giving the gen- 
eral structure organization that is contemplated in this plan, would 
that form a basis for your committee and the appropriate committee 
of the House to study this plan and to legislate the provisions of 
plan, with such modifications and revisions as were found ivan’ r 

Senator Grorce. It would, certainly, Mr. Chairman. And while I 
am sure the Ways and Means Committee in the House and the Senate 
Finance Committee are not seeking additional responsibilities and 
duties, this is a reorganization bill that should be considered by those 
two committees. 

So far as I know, the members of the committees were not con- 
sulted whatever about this plan until it was announced. 

The CaarrmMan. This committee has jurisdiction under the reor- 
ganization phase of this plan. 

Senator GrorGe. That is correct. 

The CHarrmMan. But we are dealing here with the organization of 
one of the major departments of government, and one that is the most 
technical of any department of government. And it does seem to me 
that before a plan of this magnitude is approved by the Congress, the 
revenue committees of the Congress should have an opportunity to 
make a thorough study of it. 

Senator Georce. If a bill was offered to the Congress, setting up a 
reorganization plan, even this plan, and it did reach the Senate 

* Subsequently, S. 2747 was introduced by Senator McClellan on Febr 
was referred to the Senate Finance Committee. <A copy of the bill 
ment released by Senator McClellan appear in the appendix, p. 310 
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Finance Committee, it would have immediate and careful considera 
tion. I have no doubt that we could begin work on it in the month 
of March. It would take us some time to complete it, Mr. Chairman, 
because the study of a reorganization plan for the revenue system is 
a vast job. 

The Cuarrman. A bill of this nature, something along the line of this 
plan, would not doon to originate in the House of Re ‘presentatives, 
would it? It isnot a revenue measure in the sense that it levies taxes. 

Senator GrorGe. I do not think it is. 

The House committee has sometimes been disposed to give a highly 
technical construction to that constitutional provision, but I do not 
think this would be a bill which must originate in the House, inasmuch 
as it does not levy any additional taxes, but merely reorganizes the 
taxing machinery. 

The CuarrMan. That would afford your committee an es 
to hold hearings and to make a study of not only this proposal, but 
others that the committee might feel were advisable. 

Senator Grorce. Undoubtedly, it would. I am sure the Finance 
Committee will be glad to undertake any work that comes to it. But 
if the committee studies this plan, it will be necessary to make a very 
careful examination of the whole subject. 

The CuarrMan. Senator, in view of the opposition you have ex- 
pressed to the plan, and the substantial reasons that you have given 
for your opposition to it and the conclusions which you state you 
most reluctantly reached, I wondered if you had in mind the intro 
duction of a resolution of disapproval of the plan. As of this date 
none has been introduced in the Senate. And, of course, that is the 
only method by which the plan can be brought to a vote in the Senate 
and the Senate given an opportunity to disapprove it. 

Senator GrorGe. | had hoped that maybe a resolution might be 
offered by someone else, but I may say, Mr. Chairman, that the Finance 
Committee will offer a resolution during the week to disapprove the 
p lan, so that you will have the issue ¢ learly prese eine to you. I do 
not mean that the whole committee will join in it, but IT mean certain 
representatives of the Finance Committee will desire to submit that 
resolution. (See S. Res. 285, p. 310.) 

The CHairmMan. I just asked that, so that this committee might 
move as speedily as possible with further consideration of the matter. 
Actually, the committee would not have to make any report on the 
plan or do anything about it until and unless such a resolution was 
introduced. 

Senator Grorce. That is true. And as I understand it, you have 
only until March 14 to report upon it. Otherwise it becomes law. 

The Cuamman. And the committee has the right under the Reo 
ganization Act to retain that resolution for 10 days. 

Senator Grorce. After the 14th? 

The CHarrMan. No; 10 days after the resolution is introduced. 

Senator Grorer. Yes. 

The CuatrrmMan. The motion to discharge the committee cannot be 


made until the committee has had 10 days’ time in which to act on the 


resolution. 
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Senator Groree. Well, I have about as much washing of my own 
linen as I need, but we will have a resolution before you during the 
week, ; . 

The Crarrman. Thank you. Senators, are there any questions? 

Senator UNpErRwoop. I nneht ask one question. 

Senator George, suppose this plan is adopted, what chance is there 
to make the revisions that are necessary, even though the plan is 
adopted ? 

Senator Groree. From time to time, of course, there could be con- 
cressionial action taken. 

Senator UNpERWoop. Coulk l that action be taken before the p yl in goes 
into effect / 

Senator Grorar. No, sir. It would be impossible to do it. You 
would not know until there had been a very careful study of this whole 
system W hat ought to be done in the way of legislation. 

Senator O'Conor. I have just one question. Senator George. apro- 
pos of the recommendation of the American Bar Association commit- 
tee of yesterday, and in connection with Senator Underwood's inquiry, 
do you think that it was suggested that possibly a proposed enactment 
as toth ie retention of the sult act Linst ¢ ‘ollectors might be considered by 
Congress while the Internal Revenue is setting up the new machinery ¢ 
Do you think they had that in mind? 

Senator Grorce. I think that the bar association must have had 
something of that kind in mind, because as I understand it—as I say, 

have no complete re port but the legislative committee on revenue 
reforms, or whatever it is called, brought out 2 resolution approving 


plan No. 1 by a divided vote. It was amended at some stage, either 


in the committee or on the floor, to coup le with it a provision for the 
retention of the right of trial by jury against the collector of the 
United States or both. And in that form it went to 2 vote, and the 
\meric an Bar Associ li ition re jected the Pp vl an even with that condition. 
Another committee of the bar association, to wit, on civil service, 
personnel problems, reported a simple resolution placing the collectors 


under civil service. That was defeated by the bar a 
though it was reported by its committee. 

The Cuairman. If you get a full report on those proceedings, will 

vou file that with the committee / 
. Senator GEORGE. l presume we will vet it within the course of the 
day, maybe, | will be very olad to file it. Then the bar passed the 
ceneral resolution asking that there be an appropriate study made, 
ind that appropriate steps be taken to clarify the right of trial by 
jury by the taxpayer before any reorganization plan goes into effect. 
(See p. LS4. ) 

Senator O’Conor. The only other question is this. Having such 
respect for you and your judgment and that of your Ile ra7ues, are 
you at liberty, either on or otf the record, to state the extent of the 
opposition 1 in the Finance Committee, whether a vote has been taken ? 

Senator Grorce. No. There has not been. There has been no gen 
eral discussion, because we have had other matters before us. And 

e have had a great many absentees. You know, we have two cand! 
dates for President on our committee, not to mention the dark horses. 
So we have not been able to have very full meetings. 

We have been doing quite a good deal of work, but we have not been 
able to have a full meeting. 


association, al 
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I have discussed it at some length with certain members of the 
committee. 

I am at liberty to say that I have discussed it with Senator Millikin 
and he, probably, may appear before the committee. He has very 
strong views upon it; does not think it an advisable plan, but whether 
he is going to testify, of course, is entirely with him. He has been 
away. 

Senator O’Conor. Thank you, Senator. 

Senator Grorcr. I do not understand that he has been running for 
President, but he, probably, has been trying to elect one. 

The Cuarrman. Senator Moody ? 

Senator Moopy. Senator George, Senator Monroney is not here this 
morning. Iam sure if he were here he might want to call to your 
attention, just in case this issue reaches a point where your committee 
is considering this issue as a legislative matter, a bill that Senator 
Monroney and Senator Sparkman and Senator Smathers and myself 
introduced which has, as one of its provisions, not a change in the basic 
structure of the collector system, but placing the entire system ap- 
proximately as it stands under civil service, from the Commissioner 
on n, including collectors of internal revenue. And establishing in the 

Civil Service Commission a special assistant whose particular duty 
it would be to establish specially high standards, a sort of blue-ribbon 
civil service, for the Bureau of Internal Revenue. It seems to me 
that those provisions of that bill, might well be considered by your 
committee in this matter. (The bill referred to is S. 2454. See staff 
memorandum, p. 24.) 


Senator Grorce. If it came to us in a legislative way, undoubtedly 


Actually, the 


ii would be, Senator Moody. it. certainly, would be. 


internal revenue system today is made up of people of all grades and 


I believe there are 58,000 employees. All but 
That is not 


oflices of all g rades. 
» mere handful of them are already under civil service. 
fully appreciated by the country. 

Seventeen of the collectors are civil service career men. 

Outside of the Commissioner, his deputies, the chief counsel for 
the Bureau, and the collectors, all other officials and employees in the 
internal revenue service are now under civil service. 

As a member of the Senate I have no possible interest in desiring to 
name a collector of internal revenue, but I do not think that appointing 
persons as collectors who are out of contact with the people of a par 
tic ” ar State is going to help. 

I do not want to make an argument for the old principle which 
Washington respected when he declined to run for more than two 
terms, nor the thesis that Mr. Jefferson insisted upon as a sound one 
in Government, but in my opinion, you will have a better internal 
revenue system, if every man occupying a high office knows that he 
is likely to lose his job at least every 4 or 8 years. 

I am not at all sure but that the retention of men in these jobs for 

. long period has not made for looseness and slackness and has noi 
tended to bring about practices that would not have occurred undei 
other conditions. 

I thank you very much, Mr. Chairman. 

The Cuarmman. Just a moment, Senator. 
you have any questions ? 


Senator McCarthy, do 
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Senator McCarruy. No. 

The CuairmMan. Senator Schoeppel / 

Senator Scnorrren. Senator George, I want to say to you personally, 

ir, that we are all grateful for the viewpoint that you have e xpressed 
to us. 

Because of your great study of this finance problem and your long 
tenure of service here, the things that you have pointed out are most 
valuable to us. 

I have had a few men who are conversant with some of the tax prob- 
lems and the accounting difficulties, having made it their life study, 
say to me that this is the most comprehensive plan for centralized 
authority over the tax system in the Treasury Department that they 
ever could have imagined. And I rather take it, from listening to you 
today, Senator George, that you have about come to that very 
conclusion, have you not ¢ 

Senator Grorce. I certainly have. As I say, 1 have done so most 
reluctantly. I would be perfectly willing to leave to Secretary Snyder 
my matter of which he had knowledge of the facts whe re he was 
called upontto give judgment. It is not a distrust of 1 
officials that I have in mind. Asa member of the Finance 
ind as a Member of the Congress, I have observed t! 
different Commissioners of Internal Revenue. 

When I came here Mr. Blair was Commissioner of Internal Revenue, 
an excellent official. He had independence. He would advise with 
the Congress. 

I can say the same for Mr. Roper. He was quite willing to advise 
with the members of the Finance and Ways and Means Committees. 
He also had independence. 
whole picture. 

The same thing was true of Mr. Helvering. 

‘hose three men gave valuable assistance to the committees of the 
Congress. But under this plan I daresay that they would not take 
the chance of giving such advice to our committees. 

In the first place they would have to have all of their legal thinking 
done for them by the General ( ‘ounsel for the Treasury De ‘partment. 
The counsel in the Commissioner’s office would be simply an assistant 
to that general counsel, and he could not, in the nature of things, 
function as an independent counsel should. 

Let me tell you how practically the thing works out. For example, 

the Congress, through its committees, and by vote of both Houses, has 
approved a certain tax provision. It has been debated. It is contro- 
versial, but the Members have taken sides on it, and they have voted 
on it. They passed the law. 

[f the interpretation of that law and if every regulation to carry 
it into effect must be made in final analysis, not by the Commissioner, 
or an independent counsel under him, but by the Ge ner al Counsel in 
the Office of the Treasury, the interpretation may often defeat the very 
ntent of the Congress in passing the legislation. 

Year after year we have had to pass laws saying that t] 
did not inte nd this or intended the contr: ary. 

If the policy-making power in this whole field of taxation is in 
the Treasury Department, and if that poliey-makin ae r happens 
to be strongly against what Congress wishes to do, vou can see 
that you are in very great difficulty. 
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I think in the hysteria of the moment the reorganization plan was 
simp] an eflort made to throw together a program, which the public 
generally would think would eliminate corruption and fraud. 

gut the plan will not do that. You do not transform men into 
gods or into virtuous people by merely putting them under civil serv 
ice, gentlemen. 

I have great respect for the civil service and for the personnel in it 
and all branches of it, but this might bring complete rigidity into the 
tux system by taking no chances. 

The internal revenue system has been given its life through the ap 
pointment of and selection of men at the policy level who were in touch 
with the people and who knew that their acts were going to be ex 
imined a co reexamined by a successor at some later date. 

Those are the things that have preserved it. And we have had the 
best taxing system on the voluntary basis of any great nation in the 

vhole history of time. 

France tried and tried again from the days of Napoleon to enforce 
the payment of taxes. She does not cet them vet, She cannot. You 
cannot prosecute the whole people. 

With 55 millions returning taxes, you have to rely upon the volun- 
tary system. 

Senator ScHorrren. If this measure were enacted—and, of course, 
you pointed out it cannot be changed or altered or modified in ans 
respect, it would have to be voted up or voted down—if that should be 
done, namely, approved, you feel that the taxpayers of this country 
uncer this act would lose many of their rights that have he retofore 
been adjudicated and it would be a pretty per ilous thing for is, would 
it not 4 

Senator Grorcre. I think so. I do not think it is the ee 

Senator ScnuorrreL. I do not mean to leave the impression t] it 
is the intention. 

Senator Grorce. Of the proponents of the plan to bring about that 
condition at all. I do think there would be such confusion on the 
part of the taxpayer, that they would not be able to get an adjust 
ment of their taxes, even as promptly as they can now. 

Of course, there are a lot of people who think you should never 
be permitted to compromise vour tax lability. I do not take that 
view of it myself. IT would hope that the Government will neve: 

ake that position, because there are thousan ds of cases where the tax 
saner: if Tm He cl to pi iV the last a ot f flesh, will be made 

lvent ‘forced to vo out of busines That is not eood policy, hor 
it any -eaiuel of humanity in it. 
one reason why collectors ought not to be disturbed. They 
form the liaison between their own fellow citizens with whom they are 
familiar and this gigantic organization, 

I think, certainly, there are ways of improving the revenue system. 
And I would like to see it improved. But T would be very greatly 
disturbed, as I have indicated, gentlemen, to see the Congress ap 
prove this plan now. It will mean that for 5 or 4 years we will be 
struggling : around, trying to amend it, trying to bring it into adjust 
ment and trving to pass some laws before we can do anything with it. 
We ought not to take h: asty action. 

Senator Scnorrrer. Thank you. 

The Cratrmman. Senator Dworshak ? 
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Senator DworsHak. | merely want to commend our colleague for 
the very forthright presentation of his views on this reorganization 
plan. T have heard most of the evidence of witnesses who have ap- 
peared before this committee in regard to this plan. I believe most 
of them have sought to create the impression that merely by adopting 
the civil-service approach in taking care of personnel in the Bureau 
of Internal Revenue we will immediately overcome all of the corrup- 
tion and fraud and maladministration which have been exposed within 
that Federal Bureau within the past year. 

I note that Senator George has indicated that we cannot rely too 
greatly upon civil service. 

Most of the Witnesses pointed out that if we could place the com- 
misioners who would succeed collectors under civil service we imme- 
diately would solve all of these personnel problems. 

1 am impressed by this one sentence in your report particularly— 
The difficulty in the present situation has not been with the method of appoint- 
ment but with the caliber of the men selected. 

Senator Grorce. That is it. That is my profound opinion and 
conviction. 

Senator Dworsiak. There has been a great deal of hysteria on the 
part of the public. And I know there has been a certain amount of 
propaganda in the press to the effect that the Congress is obligated 
to take prompt action on this plan. 

In fact, L was greatly disappointed when the House acted without 
mature and thorough consideration. 

I want to thank you very much, Senator George, for taking the 
time from your busy routine to present the highly technical views to 
our committee. 

Senator Grorce. Well, 1 wish to thank the committee, Mr. Chair- 
man. 

The Cuairman. Thank you, Senator George. You have been most 
helpful to us and all of the committee are grateful to you. 

Senator GrorGe. Thank you. 

The Criatrrman. Mr. Scaff, will you come forward, please, sir. 

At this point I should like to place in the record a statement sent to 
the committee by Senator Hoey which he received from .one of his 
constituents, a prominent attorney of North Carolina, Mr. H. G. Hud- 
son, of Winston-Salem, N.C. 

Senator Hoey could not be here today. He left the request that I 
place this statement in the record. I understand it had been Mr. 
Hudson’s intention to appear in person and testify, but finding himself 
unable to do so, he has favored the committee with his views in this 
statement. It will be printed in the record at this point. 

(The statement of H. G. Hudson ts as follows :) 


STATEMENT OF H. G. HUDSON ON REORGANIZATION PLAN NO. 1 oF 1951 


It is probably true that the Bureau of Internal Revenue has more contacts at 
ene point or another with the people than any other department of the executive 
branch of the Government. Certainly, no other has more important contacts. 
Therefore, it is not enough to make it efficient, it should perform what Secretary 
Snyder has said was originally one of the principal requirements of collectors 
of internal revenue in other days in affording “community leadership to encourage 
acceptance of Federal taxes.” No other function is more important now, when 
taxation approaches confiscation and the complexity of the whole structure is 
bevond the comprehension of all except the most trained minds. No revenue 
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laws can be enforced under the present proposal or any other if the people 
cannot understand them, if they are not uniformly enforced, if they do not regard 
the ordinary habits of the people, and if they do not provide means by which 
persons who are aggrieved can be afforded hearings at convenient places so close 
to their homes and their places of business that they can afford to pay the ex- 
pense of asserting their rights and obtaining a fair hearing. 

From a more technical viewpoint it should not be overlooked that the Bureau 
of Internal Revenue performs both legislative and judicial as well as purely 
administrative functions. The first seems to me to lie within the area of policy- 
making functions which Secretary Snyder says are properly subject to Presiden- 
tial appointment. Certainly legislative functions, including the power to issue 
regulations having the force of law, are political and should not be vested under 
this plan or any other plan in anonymous officials protected by the civil service. 
Closely allied to this is the selection of cases to be litigated and appealed so that 
tax questions on uncertain issues may be litigated in the courts and determined 
in something less than 5 to 10 years. Also closely allied to it is the treatment to be 
given to taxpayers residing in different judicial circuits where different rules 
of decision prevail. I realize that some of these decisions rest finally with the 
Attorney General's Office, but such decisions are reached after consultation 
with officials of the Bureau. All of these things seem to me to involve policy 
making which is fundamentally political and there should be corresponding 
political responsibility. 

The proposed so-called plan of reorganization is objectionable on these grounds: 

1. It is not a plan. It simply abolishes one group of offices and creates 
another group. Concretely it does virtually nothing except abolish the office 
of collector of internal revenue, create the office of district commissioner of in 
ternal revenue, and place these offices under the classified civil service. T have 
read a considerable part of the hearings before the Committee on Expenditures 
in the Executive Departments of the House of Representatives on House Resolu- 
tion 494. There are a great many general statements on behalf of the Treasury, 
most of which are indefinite and in the future tense, but there is virtually noth 
ing about the proposed location of the offices of the district commissioners, We 
are told that there will be at least one revenue office in each State. There are 
statements which indicate that hearings in a division of such as that of the 
internal revenue agent in charge may be given in different locations on a roving 
basis dependent upon the accumulation of cases in a given area. All of this 

be fine from the standpoint of the convenience of the Bureau It is far 
atisfactory to a taxpayer whose ability to file a protest. employ counsel, 

ntest a case will depend upon a fixed and convenient office at which h 

an be economically and efficiently presented without regard to the ae 

lation of other cases at that particular time. 

* the final location of the 25 offices of the district commissioners and of the 
70 other offices authorized is free from politics, it will be surprising. And it will 
be still more surprising if they are conveniently docated, even if left to experts 
unless those experts have knowledge not only of the case load in an area, but of 
such important things as transportation facilities, the normal movement of 
traffic. hotel accomedations, and the like. For instance, it is far easier to go to 
Washington from our section of North Carolina than it is to go to either Rich 
mond or Columbia The location of the offices of the collectors in the variou 
States has tended, in my opinion to localize service. The policy may be con 
tinued under this so-called plan, but in our part of the country at least, decen 
tralization in the higher levels of the Burean is not as important as it is in some 
other sections, and the present proposals appear to me to have a tendeney to in 

‘ase problems rather than to remove them. We have undoubtedly profited 
to some extent by decentralization which has given us more convenient loca! 
offices In view of all the hearings, engineering surveys, committee and com 
mission reports, and recommendations of all kinds which have been made, 
seems to me that the Treasury should come forward with something more 
definite than a mere blank statute which authorizes it to do everything while re 
quiring it to do nothing. In a matter of this importance a plan of reorganiza- 
tion should prescribe at least some general principles for the protection of tax 
pavers in their contacts with the Government under the revenue laws. 

2 There are technical problems which involve substantial rights, An excellent 
statement on the subject of suits agains collectors was filed with the House com- 
mittee and is printed on pages 202-204. An attempt was made to ridicule it as 
the statement of a technical lawyer. Undoubtedly the remedies of a taxpayer 
against a collector to whom tax has been paid are both technical and complicated. 
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But it does follow that a plan of reorganization should be adopted which does not 
protect the rights of a taxpayer to pursue his remedy for the recovery of taxes 
paid which he did not owe, or that a plan of reorganization should further 
complicate remedies which are already too complicated. If a body of law has 
zrown up in connection with the office of collector, some genuine consideration 
should be given to the effect of a law which will abolish that office without even 
prescribing the office to which his functions will be transferred, and, in my judg- 
ment, the law should specifically protect rights now existing without leaving that 
protection to the caprice of an interested party or to general provisions of the 
Reorganization Act. There are other things also. Claims for refund must 
be filed with the collector’s office where the tax was paid. In my judgment, a 
plan which involves abolishing the office of collector should protect the right 
to file a claim for refund within the period of the statute of limitations without 
having to seek out the new place in the administrative relgulations which this 
plan will produce. Of course all of these things are technical, but the techni- 
calities lie across the path of the assertion of fundamental rights. The customs 
and laws of a hundred years ought not to be changed in 60 days unless the 
Congress knows of its own knowledge that no substantial rights are being de 
stroyed or committeed to executive discretion, or unless it intends to destroy 
them after knowledge of the fact 

Perhaps the Treasury does not like to have its acts or the acts of its officials 
subjected to the verdict of a jury, but Congress should be the judge of the 
wisdom of that. I do not pretend to be enough of an expert on the subject to 
know Whether this subject has been exhaustively explored, nor do I know 
whether the Congress has the information. I am only saying that, in my judg- 
ment, Congress should have the information, not only from the Treasury, but 
from other sources as well, from which it can reach its own conclusions. It 
should not be left to executive fiat 

3. I do not subscribe to the view that this so-called plan is going to make the 
Bureau of Internal Revenue a blue ribbon service. I object to the view that it 
is needed for that purpose. I know something of the office of the collector of 
internal revenue in Greensboro, the office of the technical adviser in charge of 
Greensboro, the office of the internal revenue agent in charge in Greensboro, and 
the office of the Atlantic Division of the technical staff in Washington My work 


in those offices is limited largely to cases which involve income, gift and estate 


taxes, and pension and profit sharing trusts. Most of the taxpayers I represent 
are individuals and small businesses. I=f a single individual in those offices should 
be found to be guilty of improper conduct of any kind it would be | tt 
I do not know how the Government gets men as good as they are 
t pays them. So far as ly observation goes in my part 


Bureau of Internal Revenue is already a blue 

collector in North Carolina within the period of 

measure up to that standard. The reorganization of the Bureau for the purpose 
of making it efficient is one thing. A supposed reorganization for the purpose of 
making it honest is another. 

L think that the reorganization ought not to be tied for ] 
discovery that a few one-thousandths of 1 percent of its em) 
found to be crooks. If legislation can make men honest, I am 
I do not believe. I agree with Senator Smith, of North Carol 
no need to burn down the barn to kill the rats. What I would 
to find out is who sponsored the rats, whose political organization 
to, how did they ever get confirmed by the Senate, how did the « 
ectors differ from those of the civil-service employees, and 
should be approved for preventing the recurrence of such 
that taxes have got so high that they are meeting resistanc 
resistance will certainly be unprincipled and even criminal It is too muel 
to hope that the situation will not get worse in proportion to further increases 
in taxes, the multiplication of complexities by uncertain laws and regulations 
and inequalities in enforcement arising out of conflicting court decisions and 
other conditions under the control of the policy-making depurtments of the 
Bureau and other departments of the Government which deal with taxes. 

4. Some plan may be needed to improve the organization of the Bureau, but 
in my judgment it should be put in writing, submitted in advance, given suffi 
cient circulation and publicity to enable taxpayers and others to present thei! 
views, and subjected to the test of such examination and of public hearings. I 
adopted, even in general terms, it should have appropriate safeguards for fixing 
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responsibility for administration, preserving the rights of taxpayers by making 
their contacts with the Bureau convenient and economical, and particularly it 
should make specific provision for transfers of functions in such manner as to 
preserve existing remedies for the protection of the substantial rights of every 
taxpayer against loss either by unintentional change of the law or by lack of 
familiarity with changes in old customs and procedures. It is difficult enough 
to keep up with changes in the substantive law in a time like this without hav- 
ing to learn procedures all over again in a mass of new administrative regulations. 

+. I know of no tendency which is destroying our form of government faster 
than the adoption of legislation which leaves all details to “experts” on the 
theory that Congress is either too busy or too incompetent to do the job itself; 
and that the people are both too busy and too ignorant to know what is best for 
them. The result is that there is too much legislation, nearly always followed 
by administrative regulations which have now become so vast that no one can 
know what they are, what they deal with, or what they mean. It has become 
fashionable to say that the complexity of society requires Complex government 
without giving proper weight to the unnecessary complexity which is created by 
the delegation of legislative power. 

This so-called plan of reorganization is simply a complete delegation of 
legislative power to the Treasury. It contains not a single safeguard for the 
protection of substantial rights or for the preservation of the substance of 
established and familiar procedures. If this plan affected only administrative 
details such as salaries, methods of handling funds, reports, and the like, it 
would not be so objectionable. But it affects substantial rights, the right to 
be protected against exactions contrary to law, the right to a convenient hearing, 
and the like. These,in my judgment, are legislative functions for which Congress 
is and should be responsible. The centralization of power may centralize 
responsibility, but it makes effective protest practically impossible. 


The CHamman. I also have here some correspondence with the 
Secretary of the Treasury with respect to clarification of certain 
aspects of the plan. These letters without further identification may 
be printed in the record at this point. They are self-explanatory. 

(The letters dated February 12 and 20 are as follows :) 


FEBRUARY 12, 1952. 
Hon. JOHN W. SNYDER, 
Secretary of the Treasury, Washington, D.C. 

Deak Mr. SecReETARY: Attached hereto is an extract from a communication 
submitted to the committee by a Member of the Senate, with reference to the 
effect Reorganization Plan No. 1 would have on the present operation of the 
Intelligence Unit of the Bureau of Internal Revenue. 

You will note that this correspondent has raised some serious questions 
regarding the operations of the Intelligence Unit under the proposed reorgal 
zation. I am sure that the committee and Members of the Senate will want 
complete clarification of this problem, and will therefore appreciate it if vou wi 
advise me fully concerning the points raised in connection with any possib 
impairment in the present functions of this unit. 

Thanking you for your attention to this matter, and with kind regards, I 

Sincerely yours, 
Joun TL. McCCLeLLaAn, Chairman 


[Copy] 


* If the pending plan is adopted the checks and balances which hav 
been built up over a peried of years will be destroyed. I refer in particula' 
to the Intelligence Unit. That unit operates on a Nation-wide basis from head 
quarters in Washington, and is not under the control of the collectors and othe: 
local officials. The staff is composed of men who have come up nonpoliticallys 
through civil service. It is the one unit in the whole Bureau organization th: 
has stood out against political pressure and has come through with unsullied 
reputation. 

“The principal function of the Intelligence Unit is the detection of income-tax 
frauds. Under the pending measure that work would be split up among abou! 
64 local groups under the direct control of local deputy district commissioners 
and these deputy district commissioners would for the most part be the politica! 
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appointees who now hold the position of collector. This would follow by reason 
of the great weight given to experience in the proposed civil-service examina- 
tions. And this would occur before a thorough examination of irregularities has 
been completed. Instead of taking the Bureau out of politics the pending 
measure would dump it completely into politics. Opportunities for graft would 
be multiplied and those for detection would be diminished. 

“It seems unlikely that a deputy commissioner, some of whose acts might 
be subject to question, would permit persons serving under him to investigate 
the administration of his office. On the other hand, this is precisely the sort 
of investigation that has been taking place recently through the activities of the 
independently organized and nationally operating Intelligence Unit. The facts 
developed by the unit are largely responsible for the recent discharges of 
collectors and others implicated in irregularities. 

“It is to be hoped that before final passage, the Congress will so amend 
the pending bill for reorganization of the Internal Revenue Bureau as to pre 
serve the great safeguards against fraud which the Intelligence Unit, as presently 
organized, now provides.” 


DEPARTMENT OF THE TREASURY, 
Washington, February 20, 1952 
Hon. Joun L. McCLeLiLan, 
Chairman, Committee on Expenditures in the Erecutive Departments, 
United States Senate, Washington, D. C. 

My DEAR Mk. CHAIRMAN: I have your letter of February 12, 1952, addressed 
to Secretary Snyder, with which you attached an extract of a communication 
submitted to your committee by a Member of the Senate with reference to the 
effect of Reorganization Plan No, 1. 

Secretary Snyder is out of the city, and rather than delay the reply until he 
returns, I ask your permission to answer your letter for him. 

You indicated that the committee and Members of the Senate will want com- 
plete clarification of the problem raised in the extract accompanying your letter 

The problem submitted is the degree of independence o fthe Intelligence 
Division (formerly Intelligence Unit) in keeping a watchful eye on the Internal 
Revenue Service. 

I want to thank you for raising the question and for giving me an opportunity 
to comment on this phase of the proposed reorganization plan. Foremost among 
the objectives of the plan is that of providing a system which will insure a more 
vigilant, more effective, and more independent inspection of the Internal Revenue 
Service than has existed in the past 

The Intelligence Division was not designed to provide a comprehensive inspe 
tion of internal revenue offices. Its primary work, as the excerpt points out, 
is the detection of tax frauds. It investigates offices and employees only when 
there is Cause for suspicion—not upon a periodic or comprehensive basis. 

To provide for a more regular and thoroughgoing check, the plan provides for 
an Inspection Service with chief inspectors’ offices strategically located through 
out the country who will have wide authority to inspect, and whose orders will 
be to inspect, all offices of the district commissioners and deputy district com- 
missioners. The inspectors are in no wise accountable to the district commis- 
sioners or deputy district commissioners. They will report directly to the As- 
sistant Commissioner in charge of the Inspection Service, who in turn will report 
directly to the Commissioner. 

The inspectors will make complete and frequent inspections of all offices. 
These investigations will cover character investigations of all personnel to be 
appointed to positions of trust; compliance with civil-service laws and regula- 
tions; conformity with rulings and opinions of the Comptroller General; com- 
plaints and other information regarding connivance resulting in faulty tax 
settlements ; day-to-day conduct of employees; and general effectiveness of super- 
visory officers in the performance of their duties. As a means of insuring that 
these duties are properly performed, there will be transferred to the Inspection 
Service the Intelligence officers engaged in character and misconduct investi- 
gative work; the present supervisors of accounts and collections; and many of 
the functions now performed by field investigators and liaison representatives of 
the Income Tax Division and the Alcohol and Tobacco Tax Division. 

The assignment of these duties and investigators to the Inspection Service 
creates a far more independent inspection medium than now exists in respect 
to the type of work to be performed by these inspectors. Accordingly, the pro- 
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posed plan increases, rather than decreases, the effectiveness of the work formerly 
performed by the Intelligence Division and other divisions of the Bureau in the 
fields indicated. 

In the case of tax-fraud investigations in which evasion is attempted by the 
taxpayer without any collusive efforts or other involvements of Bureau personnel, 
the work formerly carried on by the Intelligence Division in cooperation with 
revenue agents and other examining officers will be performed under the direction 
of the district commissioners and deputy district commissioners, 

This work, under the present procedure, is carried on by Intelligence Division 
officers working under direction of 14 special agents in charge located throughout 
the country. The proposed organization chart provides for a Special Investiga- 
tions Branch of the Enforcement Division at the deputy district commissioners’ 
level. This branch is on the same level with the Audit Branch of the Enforce 
ment Division. The Audit Branch will perform the regular examination of tax 
cases Comparable to those now handied by the deputy collectors of the collectors’ 
offices and the revenue agents of the internal revenue agents’ offices. Thus, the 
relationship of the Intelligence agents in tax-fraud cases to the regular examin 
ing officers will be the same as today since the head of the Special Investigations 
Branch will be on a par with, and not reporting to, the head of the Audit Brance!l 

In the event prosecution is recommended on any given case, the procedure will 
require that such cause flow from the local level through the deputy district com 
inissioner to representatives of the legal staff of the district Commissioner level, 
The legal staff incidentally is responsible professionally to the headquarters, 
Office of the Chief Counsel, who in turn is responsible to the General Counsel. 
Thus, improper settlements, if one official should by any chance desire an im 
proper settlement, can scarcely be made without broad-scale collusion of a num 
ber of officers reporting to different supervisory heads. The possibility of such 
broad-scale collusion is indeed remote 

In addition to frequent periodic inspections, any rumer or suspicion of improper 
settlements moreover is a subject for immediate investigation by the independent 
Inspection Service arm which provides a guaranty against such practices to a 
far greater extent under the proposed organization than under the present. 

It is not proper to assume, as has been done in the ex: erpt, that “these deputy 
district Commissioners would for the most part be the political appointees who 

ow hold the position of collector.” At the present time the majority of the 

ollectors do not have civil-service status, and, regardless of experience, it would 
be necessary for any collector without civil-service status to qualify in an appro 
priate civil-service examination in order to be considered for the position of 


district commissioner or deputy district Commissioner, Experience undoubtedly 

ll be given weight and properly so, but many of our civil-service employees who 
head our other field offices—internal revenue agents in charge and special agents 
in charge, ete.—will also be highly qualified for 

If your committee, or the Member of the Senate who has made inquiry con 
cerning this phase of the plan, desires more details in respect to the actual 
operations concerning this or other phases of the plan, I will be most happy to 
provide your committee with the information either in writing or by such addi 
tional hearing as you may deem appropriate 

Sincerely yours, 


these positions. 


E. H. Forry, 


teting Secretary of the Treasury. 


The CratrmM an. I also have a letter from the Citizens’ Committee 
for the Hoover Report, which will be made a part of the record at this 
point. 

(The letter from the Citizens’ Committee for the Hoover Report is 
as follows:) 

CITIZEN'S COMMITTEE FOR THE Hoover REPorT, 
Washington 5, D. C., February 21, 19352. 


Hon. JoHn L. MCCLELLAN, 
United States Senate, Washington, D. C. 

DEAR SENATOR MCCLELLAN: As you know, the Citizens’ Committee for Re- 
organization of the Executive Branch of the Government has taken a position 
favoring Presidential Reorganization Plan No. 1 of 1952. Dr. Arthur Flem- 
ming presented our views. 
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The Citizens’ Committee has sampled informally the attitude of the leader- 
ship of some national organizations with whom we work closely toward the 
plan. To date, the responses indicate that no organization is opposed to the 
plan. No position is taken at this time by a few organizations. On the other 
hand, the responses from some of the national organizations positively favor 
adoption of Reorganization Plan No. 1 of 1952. 

With your keen interest in determining attitudes toward this plan, I know 
that you will be interested to have copies of some letters received from the 
national organizations. You may wish to make these letters part of the record 
on Reorganization Plan No. 1. 

I shall be happy to furnish copies of all responses solicited on plan No. 1, 
if you desire However, those enclosed represent the clea! st eX] 
position among those received to date. 

Sincerely yours, 


ression of 
ROBERT 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, IN¢ 
Washington, D. C., Jani 
Mr. Rosnertr L. L. McCorMick, 
Research Director, Citizens’ Conmittee f the Hoover R 
Philadelphia, Pa 

Dear Mr. McCormick: The board of governors of this asso 
ing held January 14-15, 1952, voiced approval of the objectives 
Commission's proposals. 

At about the same time Reorganization Plan No, 1 of 1952 was 
the Congress by the President. The basic elements of that plan, 
for reorganization of the Bureau of Internal Revenue and wo 
merit system to include appointments of collectors of interna 
line with recommendations offered by the commission on 
executive branch of the Government several vears ago Th 
of this association is in favor of any plan directed toward 
economy in Federal Government and, consequently, Comme 
Plan No. 1 of 1952 for early adoption. 

Sincerely, 


WALLACE H. Fu! TON, Erecut 


INVESTMENT BANKERS ASSOCIATION OF 
OFFICE OF THE GENER 
Washington, D.C... 
Mr. Roserr L. L. McCormick, 
Research Director, Citizens’ Committee for the 


Washington. D. C. 


DEAR Mr. McCorMick: I have been authorized by our executive committee to 
advise you that it strongly favors approval by the Congress of Reorganization 
Plan No. 1 of 1952. It is believed that the reorganization of the Bureau of 
Internal Revenue, as proposed, should contribute much toward more economy, 
efficiency, and honesty in the operation of that branch of the Federal Government, 

Very truly yours, 
MurrAy HANSON, General Counsel. 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., February 13, 19. 
Mr. Rorert L. L. McCormick, 
Research Director, Citizens Committee for the Hoover Report, 
Washington dD ef: 
Dear Mr. McCormick: I herewith reply to your letter dated January 18 in which 
you acquainted me with the fact that President Truman has submitted Reorgani- 
zation Plan No. 1 of 1952 to the Congress of the United States. The plan proposed 
Re- by the President would reorganize the Bureau of Internal Revenue and extend 
the merit system in appointments to include the collectors of internal revenue. 
After consultation with representatives of organizations interested in civil 
service and affiliated with the American Federation of Labor, I find it is the senti- 


tion 
iem- 
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ment among them to favor Reorganization Plan No. 1, submitted by the President. 
I, therefore, feel justified in assuring you of the support of the American Federa- 
tion of Labor of said plan. 

Our legislative committee will acquaint Members of Congress of this attitude 
of the American Federation of Labor toward Reorganization Plan No. 1. 

Very truly yours, 
Wo. GREEN, 
President, American Federation of Labor. 


The Cuatrman. All right, Mr. Scaff, you may proceed. Do you 
have a prepared paper ‘ 

Mr. Scarr. Yes, sir; I have. 

The Crarr ' An. Do you prefer to read your statement ? 

Mr. Scarr. I should like to, yes. 

The Cuaiman. All right, you may proceed. 


STATEMENT OF HAROLD H. SCAFF, CONTROLLERS INSTITUTE OF 
AMERICA, ACCOMPANIED BY WALTER MITCHELL, JR., MANAG- 
ING DIRECTOR, CONTROLLERS INSTITUTE OF AMERICA, NEW 
YORK, N. Y. 


Mr. Scarr. My name is Harold H. Scatf. I reside at East Orange, 
N.J. Iam vice president of Ebasco Services, Inc., which is an engi- 
n 


ering and management consulting business located in New York, 
lows 

My experience has included auditing systems and methods and 
other types of accounting work that I “think has a bearing on this 
problem. 

I appear before this committee as a member of the Committee on 
Federal Taxation of the Controllers Institute, to present the views of 
its members with respect to the Reorganization Plan No. 1 of 1952 
affecting the Bureau of Internal Revenue. 

The Controilers Institute of America is an organization comprised 
of more than 3,800 controllers and financial executives employed by 
more than 3,000 corporations having a net worth in excess of $188 
billion. 

Our committee is in agreement with the necessity for reorganizing 
the Bureau of Internal Revenue. A reorganization is long overdue 
as is evidenced by past proposals and, more recently, by the disclosure 
of irregularities and lack of adequate control in that Bureau. Such 
reorganization presents many problems and is a matter that nmust be 
approached with extreme care in order to realize the desired benefits. 

Reorganization Plan No. 1 of 1952 (Bureau of Internal Revenue) 
has four principal objectives according to Secretary of Treasury 
Snyder: 

To make the Bureau an outstanding career service in which all 
positions under the Commissioner of Internal Revenue, including the 
collec ‘tors, will be filled solely through the civil service merit system : 

To provide a continuing and thorough day to day check on the 
ene ince and conduct of all Bureau employees by the creation of 
an inspection service which will function under the Commissioner 
cy of the rest of the Bureau; 

To decentralize the Bureau further by moving from Washingtoi 
to ‘the field many of the supervisory and operational functions of the 





reveh 
distri 
of the 
of eac 
4, ' 
inter! 
of ad 
WI! 
are ce 
befor 
Th 
trolle 
reorg 
a rep 
orgal 
“uceoon 
tunit? 
tion 
that 
train 
Ing. Ss 
In 
types 
tions 
same 
Th 
some 
study 
Tor 
recon 
great 
perta 
tions 
Bure: 
direct 
grou] 
be re 
Com 
carrie 
below 
aut he 
time 
belie, 
Th 
tions. 
and | 
These 
funct 
havin 
Fu 
by tl 
exam 
nue Vv 
dutie: 


REORGANIZATION PLAN NO. 1 OF 1952 227 
revenue service. These functions will be performed in geogr aphical 
districts, to number not more than 25. with a district representative 
of the Commissioner, known as the district commissioner, in charge 
of each district; 

‘To place in local otlices the exist ing functions of the collectors of 
internal revenue and some additional functions under the direction 
of a deputy district commissioner. 

While some of the objectives of the proposed plan for reorganization 
are desirable, the proposed plan nevertheless should be further studied 
before final conclusions are reached. 

The limited time available to the Taxation Committee of the Con- 
trollers Institute to obtain oe views of its members on the proposed 
reorganization has not made it possible for the committee to pre on 
a report outlining in detail its views as to the particular type of 
organization or the manner in which such reorganization should be 
accomplished. The committee hop es that it will receive the oppor- 
tunity to assist in formulating an acceptable plan in the reorganiza- 
tion of the Bureau of Internal Revenue. The committee believes 
that it can be helpful because its members have had long years of 
training and experience in organizing and directing accounting, audit- 
ing, systems and methods, and other related activities. 

I might point out that this experience and training has been in all 
types and kinds of companies, including many with far-flung opera- 
tions which would involve district and divisional operations, the 
same as you would find to some extent in the Internal een Bureau. 

The committee would like to take this opportunity to point out 
some of the things that appear to its members to elie further 
study. 

Too much emphasis appears to have been given in the proposed 
recommendations to operating detail: whereas what is needed is 
greater consideration to the segregation of the functions of the Bureau 
pertaining to collection, enforcement, legal, procedural, and examina- 
tions and imspections so as to maintain adequate control over the 
Bureau's activities. The segregation of these functions should start 
directly under the Commissioner of Internal Revenue by creating 
groups to administer the separate functions. These groups should 
be responsible to assistant commissioners reporting directly to the 
Commissioner of Internal Revenue. The segregation also should be 
carried down through the entire organization so that no one person 
below the Commissioner of Internal Revenue would be given complete 
authority over more than one function. Such plan would take more 
time to formulate than is now available to us, but the committee 
believes that such a plan is desirable. 

This suggestion stems from our experience with business organiza- 
tions, where efforts are always being made to establish internal checks 
and balances in order to prevent manipulations and irregularities. 
These checks and balances are usually accomplished by segregating 
functional responsibilities to prevent any one line of authority from 
having exclusive control of a series of operations. 

Furthermore, decentralization of operations to the extent proposed 
by the reorganization plan appears to have certain defects. For 
example, the proposed plan establishes 25 bureaus of internal reve- 
nue with complete jurisdiction within the respective areas over the 
duties incident to the assessment and collection of taxes, and hence 
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does not assure adequate control of the field offices nor uniformity 
of tax administration throughout the Bureau of Internal Revenue. 

The comments from our individual committee members all empha- 
size the necessity for further study and consideration of the reor- 
ganization of the Bureau of Internal Revenue. These comments 
include the following questions which they feel should be explored 
before any plan is finally accepted. 

1. Is further decentralization of functions desirable for the better 
administration of the Bureau ¢ 

Would increased coverage of the personnel of the Bureau by 
civil service result in benefits claimed # 

. Would not greater control result from the separation of audits 
of | ts ix returns from collection of taxes commencing at the Assistant 
Commissioner level ¢ 

What economies will result from the proposed reorganization 
and in what respect will greater efficiencies be realized from the pro 
pat ple in ¢ 

Are all of the taxpayer's legal rights being adequately protected ¢ 

Ti seems to us that these are points of major importance, and that 
the reorganization of the Bureau of Internal Revenue is of too great 
concern to taxpayers to have Reorganization Plan No. 1 accepted 
without further consideration. 

Ample time should be taken for adequate study of the many prob- 
lems involved in the reorganization of the Bureau. Informed citi- 
zens should be asked to contribute their time and effort in order that 
all of the facts relating to such a reorganization be placed before 
Congress so that legislation can be passed which will establish the 
Bureau on a sound and efficient basis. 

It is therefore suggested that the proposed plan be rejected. A 
more acceptable plan be presented to Congress and such a plan should 
be based on thorough study of all the facts. The Controllers Institute 
is most willing to assist in this work. 

The Cuatrman. Then I take it, Mr. Scaff, that you and the Insti- 
tute that you represent would prefer to see this matter treated by 
legislation rather than a reorganization plan ? 

“Mr. Scarr. That is right, sir. 

The Cuarrman. Are there any questions? If not, we thank you 
very much. The committee appreciates very much your contribution 
to our study of the plan before us. 

Mr. Scarr. Thank you. 

The CHarrmMan. We have with us, also, Mr. Walter Mitchell, man- 
aging director of the Controllers Institute of America. 

Would you care to make any comment, Mr. Mitchell ? 

Mr. Mircnent. No, sir. I might make this comment for the record, 
that in a number of instances our organization has on invitation of 
various congressional and governmental agencies assisted in such 
problems as “the setting up of a Federal inventory plan, with which 
some of the Senators may be acquainted. The F ‘ederal Inventory Con- 
trol System, a report of ‘the joint property accounting staff represent- 
ing the General Accounting Office, the Treasury Depa irtment, and the 
Bureau of the Budget, issued i in 1949, gave our organization credit in 
the foreword for having furnished a great deal of the background 
that has gone into the first effort ever made by the Federal Govern- 
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ment to know exactly what they did own in the way of real estate, 
supplies, and so on. 

We are gla L at any time to br he to bear this composite expr rience, 
if we can be helpful. 

The CiatrMan. I take it, Mr. Mitchell and Mr. Seaff, that you share 
the apprehensions expressed by Senator George that this plan would 
actually confuse further the complications of the present tax syste 
in other words, it would becloud the svstem ?¢ 

Mr. Scarr. shee 

The CHarrman. And that neither the taxpayer nor the Gover 
ment would | sels know where they were until possibly many cases 
had been tried and judicial opinions rendered / 

Mr. Scarr. I certainly concur in those views: yes, sir. 

The Ciaran, Thank you very much, gentlemen. 

Are there any other Withesses 

Mr. Reynoups. No more witnesses, so far as I know. 

(Subsequently the following statement was received: ) 


STATEMENT OF JAMES R. Watson, EXECUTIVE DIRECTOR O01 
SERVICE LEAGUE 


The National Civil Service League has studied carefully Reorganizati: 
No. 1. Our position is as follows: 

1. The facts prove beyond any question that the political appointing process for 

sureau of Internal Revenue officials has led to the present situation of corrup- 

tion, inefficiency, and confusion. We therefore believe that a full Civil-service 
career system for the Bureau is essential, if proper efficiency and honesty and 
public confidence is to be developed and maintained. 

2. The plan to reorganize the Bureau into 25 regions is proper and will lead 
to better supervision, a more understandable career system and ultimately more 
efficiency. 

3. The Civil Service Comnission, under the leadership of Robert Ramspeck, 
is well equipped to do an outstanding job of staffing the Bureau and developing 
a proper career system. Continued political appointment of regional positions 
makes a career system impossible. 

4. That defeat of this plan, by blocking the momentum of the present reform 
drive, would set the advancement of the merit system back many years. On be 
half of the public, the league points out that ever-increasing taxation and the 
ever increasing scandals have created a national demand for civil-service reforms 
now in the Bureau of Internal Revenue. The public conscience demands that 
Congress act, and those who oppose this plan must assume responsibility directly 
to the voters for the danger of future corruption and continued inefficiency. 

The league, together with other civic organizations, joined in supporting this 
plan when it was under consideration in the House. The House subsequently 
approved the plan unanimously We are convinced that a clean-up of the 
present situation can only come through a full civil-service system. Our exam- 
inations of the plan with Treasury officials and the Civil Service Commission 
convinced us that this is the proper way to accomplish the purpose of an efficient, 
honest tax-collecting organization. It is apparent that the public believes that 
civil service is the answer. We are in a position to assure the Congress and 
the public that the Civil Service Commission was never in a better position to 
bring a proper and effective personnel system out of the present disorder 


The Cuatrman. We will not close these hearings today, on the 
chance that one or two other Senators may wish to ae We prob- 
ably will not hold any further hearings at least until : resolution of 
disapprov: al has been introduced and referred to the committee. 

(Whereupon, at 12:10 p. m., the committee recessed, ) 
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MONDAY, MARCH 3, 1952 


Unrvep Srares SENATE. 
COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:10 a. m in 
room 357, Senate Office Building, Senator John L. MeClellan (chair 
man) presiding. 

Present: Senators McClellan, Hoey, O’Conor, Humphrey, Me« 
Carthy, Mundt, Smith of Maine, Schoeppel, Dworshak, and Nixon. 

Also present: Walter I. Reynolds, chief clerk: Ann M. Grickis. 
assistant chief clerk, and Herman C. Loeffler, professional staff 
member. , 

The CHatrMan. The committee will come to order 

We will resume the hearings this morning on Reorganization 
Plan No. 1 of 1952 

Since we held hearings on this plan a few days ago, in fact, last 
week, a resolution of disapproval of the plan has been introduced 
in the Senate by Senators George and Millikin, the chairman and 
the ranking member of the Finance Committee of the Senate, re 
spectively. 

For the purpose of the record I shall have the resolution, Senate 
Resolution 285, inserted in the record at this point. 

(S. Res. 285 reads as follows :) 


iS. Res, 285, S2d Cong 


RESOLUTION 


Resolved, That the Senate does not favor the Reorganization Plain Num 
bered 1 transmitted to Congress by the President on January 14, 1952 

The CratrmMan. After certain testimony was given in this hearing 
by Senator George, chairman of the Finance Committee, in which he 
raised many objections to the plan, I felt it was only fair to the Treas 
ury Department and to the Commissioner that they be given an oppor 
tunity to again appear before the committee and discuss the plan fur 
ther, if they « ‘rare to do so. I extended that invitation to them, and 
Commissioner Dunlap has responded. We are very glad to have him 
here. 

I believe the Secretary advised me that he did not care to appear, 
and that Commissioner Dunlap would probably present the views of 





REORGANIZATION PLAN NO. 1 OF 1952 


both the Department and the Commissioner. Therefore, I understand 
that he will not be present this morning; is that correct, sir‘ 

Mr. Duntar. That is correct, sir. 

The Cuatmman. Mr. Commissioner, the committee is glad to have 
you appear again. 

Mr. Dunuap. Yes, Mr. Chairman. 


FURTHER STATEMENT OF JOHN B. DUNLAP, COMMISSIONER OF 
INTERNAL REVENUE; ACCOMPANIED BY JUSTIN F. WINKLE, 
ASSISTANT COMMISSIONER; THOMAS C. ATKESON, ASSISTANT TO 
THE COMMISSIONER AND HEAD OF THE MANAGEMENT STAFF; 
AND NORMAN A. SUGARMAN, ASSISTANT HEAD OF THE MANAGE- 
MENT STAFF 


The CHatrmMan. I believe you have a prepared statement. 

Mr. Duntar. Yes, Mr. Chairman. 

The CHatrMan. Do you wish to read it? 

Mr. Duntap. Please. 

The CHatmrman, All right. You may do so. 

The chairman felt, and I probably did not consult with all the 
members of the committee, that after Senator George’s testimony a 
few days ago, the Commissioner and the Secretary should be given 
an opportunity to give any further testimony they might desire. 

All right, Mr. Commissioner, you may proceed. 

Mr. Duntap. Mr. Chairman and members of the committee, I appre 
ciate this opportunity to appear again before your committee in behalf 
of the President’s Reorganization Plan No. 1 of 1952. Since my last 
appearance, the,committee has received the testimony of a number of 
additional witnesses. Most of these witnesses have testified in support 
of the President’s plan; and for that I have been very grateful. 

We have also given the most careful consideration to the principal 
questions expressed by a few of the witnesses concerning the plan. It 
seems to me that I might be helpful to the committee at this time, if 
I expressed the results of our analysis of these questions. 

The Secretary and I have already expressed to the committee om 
views on most of these points, but I welcome the opportunity to re 
state them and to clarify our answers at this time. 

Differences of opinion, of course, are inevitable and naturally aris 
whenever an important step is taken. and, I daresay, it is impossible to 
formulate any plan for the organization or eee of th 
Bureau which will win unanimous approval. If we should try t 
formulate such a plan and wait for universal sievetisets, then T fear 
that we would wait forever to fashion a more modern and efficien 
revenue service. Instead, it seems to me that we have taken the mor 
practical course of evolving a plan after a period of 5 vears of study ot 
our problems and proposals by Congressional and other groups. As 
the Secretary has stated, the plan represents not only the thinking of 
those who have studied the revenue system within the Treasury De 
partment but also represents the best features of plans, studies, and 
reports made by congressional committees, by the Hoover Commission, 

and by the management engineering firm employe «dl under the author 
ity of Congress to study the organization of the Bureau of Internal 
Revenue. 
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With this perspective, I would like to comment on the questions on 
the reorganization plan which appear to be of greatest concern. 

1. Elimination of political appointment of collectors: The first 
point is the elimination of the political appointment of ae ‘tors. To 
my knowledge, there has been only one witness before this ¢ ommittee 
who has testified in favor of retention of the present system of ap point- 
ment of collectors, but I realize that interest in that subject is more 
widespread. 

The reorganization plan is designed to make the Internal Revenue 
Service a blue-ribbon civil-service career organization with on ily the 
Commissioner of Internal Revenue—as its top policy -forming of- 
ficial—appointed by the President with the approval of the Senate. 

Thus the reorganization pli in clearly prese nts the issue to the Con- 
gress of whether it will re ject the P reside nt’s recommendation that 
the tax collectors be taken out from under the political-patronage 
system. 

Allow me to repeat the reasons which have been given by the Sec- 
retary and others for eliminating the political appointment of collec- 
tors. Basically the reasons are these: 

First, the political appointment of collectors stands in the way of 
basic reforms and streamlining needed for the revenue system. The 
revenue system has grown up on all sides of the collector’s office, 
with highly competent career people directing the many other field 
functions of the revenue service. Necessary consolidation of our field 
forces is hampered by the continuation of the collector's office as an 
island of political appointment. 

Second, the collector's position is not a policy- forming position ~ 
therefore it is neither necessary nor appropriate that it be filled by 
Presidential appointment. The collection duties — ay are Metab, 
and administrative and are clearly of a type which should be within 
the framework of our civil-service system. 

Third, the importance of the revenue-collection job and the neces- 
sity that the public have full confidence in the fairness and 1 -_ urtiality 
ot revenue officials, requires that revenue officials should I » free from 
the burden of local political obligations. Among ou a collectors 
are some who are career peop le and have CLTOWN ne in the revenue 
service. Many of our politically appointed collectors ire doing a fine 
iab TOO, but no co lector should be called upon t Oo ae the purden 
of political obligation. 

Tax collection is the biggest business in this country and it should 
not be attended bv involvements in loe al politic al situation Ss. 

I ourth, since collectors are not appointed by and cannot be re moved 
by the Commissioner or Secretary, some have not been fully responsive 
tO proper supe rvision by Bureau headquarters, This has been our 
experience over the years. 

This whole reorganization plan results from our experience and 
study of defects in the present system. This has revealed that one 
- the most serious defects is the political appointment of collectors. 

s the report of the Hoover Commission has pointed out, elimination 
me the ] olitical appointme nt of collectors will remove “one of the chief 
ilies to effective organization of the Department.” 

2. Streamlining of authority: Another point of concern which 
some have expressed with regard to this plan is that it places greater 
authority in the Secretary of the Treasury. 
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The fact is that the reorganization plan does not change the rela- 
tionship between the Commissioner of Internal Revenue and the Secre- 
tary which was established a year and a half ago, with the consent of 
the Congress, under Reorganization Plan No. 26 of 1950. The re- 
organization plan before you now—Reorganization Plan No. 1 
leaves that basic relationship alone. 


To repeat, the fact is that all revenue officials, regardless of their 


titles, have since 1950 been operating under authority delegated by 
the Secretary of the Treasury pursuant to Reorganization Plan No. 
26; and, under the new reorganization plan, the revenue officials, re 
gardless of their new titles, will continue to function pursuant to 
authority delegated by a Secretary under plan No. 26. 

The policy involved in the grant of authority to the Secretary under 
Reorganization Plan No. 26 should not be confused with the internal 
organizational and operational features involved in this reorganiza- 
tion plan. This plan does not involve the policy of the Secretary's 
authority over revenue functions: this plan only involves the structure 
for administration within the Revenue Bureau. It is a plan based 
entirely on our experience with day-by-day operations. 

I wish to emphasize as strongly as T can that considerations of policy 
not involved in this plan should not be permitted to obscure the bene 
tits to be derived from it. The plan will streamline operations, pin 
point responsibility, and provide tighter supervisory control withn 


the Bureau and at the same time accord greater service to taxpayers. 
These are the goals which are sought to be accomplished by this plan. 


and which, in my judgment, can and will be accomplished under it 


The inspection service : Another point on which some persons have 


raised a question is the role of the inspection service under the reorgan 


ization. The comment has been made that the inspection service may, 


through review of individual cases, slow down the entire settlement 
procedure. 

Nothing in the President's plan is designed to put any road block 
in the settlement of tax controversies on their merits. The inspectio 
service will not be injected into the deliberations between taxpaye I's 
and revenue agents in the settlement of cases. The inspection servic 
will not concern itself with the technical review of tax rulings or tay 

} 


determinations and settlements except to the extent that such review 


becomes necessary in situations where collusive a tion may appear to 


be present. It will not detract one bit from the authority of respor 
sible officials to enter into the settlement of cases. 

The inspection service is necessary to insure the continued efficienc) 
of our organization and the constant maintenance of the highes 
standards. The strengthening of the inspection service under an of! 
cial with the status of an Assistant Commissioner is one of the most 
important elements of the tighter supervisory control of revenue ad 
ministration which this reorganization plan will make possible. | 
know that no one who has been aware of recent developme nts mm tar 
administration would deny the responsible officials of the Revenu 
Bureau the opportunity to provide for a better supervised orga) 
ization. 

$+. Legal basis for the structure of the revenue service: Anothe 
question which has been raised is whether confusion will result fro 
the abolition of certain statutory offices under the plan. 
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You may be assured that this aspect of the reorganization plan was 
carefully considered before it was presented to the Congress. 

It is true that there are many places in the Internal Revenue Code 
where Officers, such as the “collector.” are referred to. but I am con 
fident that confusion need not result with respect to these provisions 
of law or the operations of the revenue service as the result of Re 
organization Plan No. 1. 

Questions of this kind were anticipated and fully dealt with by 
the Reorganization Act of 1949, which is the basic authority for the 
many reorganization plans the Congress has since approved, and for 
this one as well. The Reorganization Act of 1949, contains a section 
which saves the statutory provisions relating to rights, responsibili 
ties, and duties in connection with functions affected by a reorganiza 
tion plan. 

Asa matter of fact, the functions which are performed by collectors 
of internal revenue are performed by them today by reason of a 
delegation of authority from the Secretary of the Treasury to the 
collector pursuant to Reorganization Plan No. 26 of 1950. ‘This sys- 
tem has been in effect for a year and a half and no confusion has 
resulted. 

Moreover, I wish to point out that the use of the reorgahization plan 
to effect this important realinement of functions within the Revenue 
Bureau is in accordance with the whole concept of management 1m 
provement expressed by the Hoover Commission studies, and by the 
Congress in its approval of the Reorganization Act of 1949. One of 
the reasons that act was passed was that the Congress had found 
that it was not feasible to enact far-reaching changes in organization 
permeating widely through the executive branch by means of direct 
legislation affecting the detailed operations of specific agencies. 

1 am hopeful that misapprehension as to the effect of any of these 
matters will not be permitted to obscure the real nature and benefits 
of the reorganization plan. There is no question but that our revenue 
collection machinery will continue in all its effectiveness after approval 
of this plan anemented Iy the streamlined oreanizatiol which this 
plan will make possible. TS 

» Trial by jury in suits for refund: Another question Whicl has 
Leen raised is whether the right of taxpayers to obtain a jury trial 
in a suit against the collector will be preserved. This is anothei 
subject which was very carefully studied before the reorganization 
plan was presented to the Congress. : 

In passing, vou nia he interested in knowimg that suits avainst 

1] 


collectors involving jury trial are not the normal or usual method by 
which taxpayers seek to obtain a court determination of tax lability. 
The usual route in income-tax cases is through appeal to the Tax 
Court—which is an avenue open even before payment of tax 
Where the taxpayer chooses not to vo to the Tax C'ourt. a uit 
against the United States in the district court or the Court of Claim 
the usual procedure. Only rarely is a suit against a collector 
UN trial resorted to. As a matter of fact, in the last two 
there were not more than 22 of such cases per year. Howeve 
recognized that this is a valuable mght, and there is every inte 
{ rc rthe reorganization plan to preserve that melt 
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Mr. Chairman, I would like at this time to make a part of the record 
and read to your committee the letter on this subject addressed to you 
by the Secretary of the Treasury. 

Is that permissible, Mr. Chairman ? 

The CuarrMan. Yes, indeed. You may read it. 

But may I ask at this point, so that I will not interrupt you in 
the middle of the reading of your testimony, do you have anything 
from the Attorney General as to the legal aspects of this matter ? 

Mr. Dunutar. We do, sir. 

The CHamman. All right, you may proceed. 

Mr. Duntap. The letter reads as follows: 


FEBRUARY 29, 1952. 

My Dear Mr. CHAIRMAN: During consideration by your committee of Re- 
organization Plan No. 1 of 1952, providing for reorganization of the Bureau 
of Internal Revenue, some concern has been shown over the effect of the 
plan upon suits for refund of internal-revenue taxes and upon the presently 
existing right to a jury trial in suits against the collector. I am aware of the 
concern in this connection which you expressed during the testimony of the 
Director of the Bureau of the Budget on Reorganization Plan No. 1, and which 
has been indicated in inquiries to the Department by members of your staff. 
In his testimony on February 26, 1952, Senator George said that abolition 
of the statutory oflice of collector raises a very serious question whether the 
right will survive. At its recent meeting in Chicago the section on taxation of 
the American Bar Association also indicated concern in this regard. 

In view of these expressions of concern, I am taking this opportunity of 
assuring your committee that the reorganization plan will not deprive the tax 
payer of the right of suit with a jury trial that he now has against the col- 
lector. [am enclosing a copy of a memorandum prepared by the Department's 
General Counsel discussing the matter in detail. 

I understand that three specific situations have been mentioned by those 
who have indicated concern: (1) the effect of the reorganization plan on suits 
for refunds already begun against collectors; (2) the effect on the right to sue 
a collector to Whom taxes have been paid but against whom a suit has not been 
begun: and (3) the effect on the right to this type of suit where taxes are paid 
after collectors’ offices are abolished. While the memorandum does not separate 
these various situations, each of them is fully covered in the assurances that 
the reorganization plan will not deprive the taxpayer of existing rights. With 
respect to the first two situations, the memorandum points out that since a 
suit against a collector is a personal action for money had and received, it 
can be brought or continued against a collector to whom the money was paid, 
even though he is out of office or his office is abolished, and it can be brought 
or continued against his estate if he has died. With respeet to the third situa- 
tion the memorandum points out that suit could be brought against the deputy 
district commissioner, just as it is brought against the collector at the 


present 
time, 


We have reviewed the memorandum submitted by Senator George in con- 
nection with his testimony on February 26, 1952, and find nothing in it which 
casts any doubt on the conclusion that the present rights will survive. 

It should be noted particularly that the General Counsel's memorandum recog- 
nizes the many procedural involvements and difficulties that now characterize 
suits against collectors with jury trial, and recommends that the Congress give 
consideration to a more direct and satisfactory form of action by way of en 
larging the right of suit against the United States, with provision for jury 
trial in such case, 

Reorganization Plan No. 1 is necessarily limited to organizational features 
of the Bureau of Internal Revenue, because the President’s authority under the 
basic Reorganization Act of 1949 is so limited. Therefore, the reorganization 
plan does not offer the legislative medium for curing the problems which already 
exist, independently of Reorganization Plan No. 1 


: . in relation to suits for refund 
ot taxes, 


The existing rights of taxpayers in that respect can be improved only 
by separate legislation outside of the reorganization plan. The approval of the 
reorganization plan would in nowise impede the Congress in taking separate 
legislative action to enlarge existing rights of taxpayers in suits for refund of 
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taxes. I endorse the suggestion in the enclosed memorandum that the Congress 
consider legislation to enlarge these rights. 

I trust that these assurances will allay any fears that any members of your 
committee may have entertained in connection with the survival of the right of 
suit with a jury trial. 

Sincerely, 
JOHN W SNYDER, 
Secretary of the Treasury. 
Hion. JoHN L. MCCLELLAN, 


Chairman, Committee on Expenditures in the 
Rhrecutive Departments, United States Senate, 
Washington, D. ¢ 

I should also like to make a part of the record the memorandum of 
the General Counsel of the Treasury Department referred to in the 
Secretary's letter. I have placed this memorandum at the end of my 
statement as an attachment. 

May that be included in the record, Mr. Chairman ¢ 

The Cramman. Yes. That may be printed in the record. 

Mr. DunwapP. Thank you. 

The CuarrMan. It may be included in the record at this point. 

(The memorandum referred to above is as follows :) 


MEMORANDUM 
FEBRUARY 15, 1952. 
To: Secretary Snyder. 
From: Thomas J. Lynch 
Subject: Effect of the reorganization plan upon the right to a jury trial in tax- 
refund suits. 


Further reference is made to our conversations regarding the effect of the plan 
for reorganization of the Bureau of Internal Revenue upon suits for refund of 
internal-revenue taxes and upon the presently existing right to a jury trial in 


suits against the collector. 

It is clear that the reorganization plan will not eliminate any of the existing 
forms of court action for recovery of erroneous tax payments, nor will it affect 
the right to a jury trial or any other substantive right of taxpayers in these 
proceedings. Much of the concern that has been expressed on these questions 
arises from the basic provisions of the plan which call for abolishing the system 
of collectors of internal revenue and the creation of twenty-odd offices of district 
commissioner. Fear has been expressed that these basic changes may eliminate 
the type of suit which may now be maintained against collectors, with its impor- 
tant right to a jury trial, or that if this form of action survives under the plan it 
would survive only in a curtailed form as an action against the district commis- 
sioners. In the latter case, it has been pointed out, taxpayers would frequently 
be subjected to serious inconvenience and difficulties, since they would be required 
to bring the suit in the judicial district of the district commissioner’s residence, 
even though far removed from the judicial district in which the taxpayer resides 
or conducts his business. 

It is my conclusion that there is no substance to any fear that suits against 
collectors, as a form of suit, will either be abolished or fundamentally changed 
under the reorganization plan. The basic duties now performed by collectors 
in the collection of internal-revenue taxes will be conferred, under the plan, not 
upon the district commissioners but upon deputy district commissioners, of which 
there will be at least one in every State. The existing right to sue the collector, 
and to have a jury trial in such suits, will survive, under the reorganization plan, 
in the form of a suit against these conveniently located deputy district 
commissioners. 

At the present time a taxpayer seeking a refund of taxes through court 
action has three avenues open to him. (1) He may sue the collector to whom 
he has paid the tax, regardless of the amount, and with the right to a jury 
trial; (2) he may bring suit against the United States in the district court, 
without a jury, if the amount does not exceed $10,000, or, if the collector 
dead or out of office regardless of amount; or (3) he may bring suit against 
the United States in the Court of Claims, without a jury, regardless of amount. 


is 
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The right to bring suit against the United States, whether in the district court 
or the Court of Claims, is a statutory right wholly unaffected by the reorganiza 
tion plan. 

The suit against the collector, on the other hand, is not a statutory suit but 
is in the nature of a common-law action of assuimpsit for money had and re- 


ceived. The Supreme Court has held Philadelphia vy. The Collector (5 Wallace 


720 (1866)), that a suit to recover money on account of taxes erroneously or 
illegally assessed is maintainable against a collector not by virtue of any spe 
cifie statutory provision but as a result of the necessary implication arising from 
the provisions of law which impose upon him the authority and duty to collect 
taxes and remit them to the Treasury of the United States. Under the proposed 
reorganization plan all functions, duties, and responsibilities which, by Supreme 
Court precedent, are made essential to the founding of a suit for money had 
and received against an officer or employee of the Federal Government in a 
tax proceeding will be imposed upon the newly created deputy district com- 
missioners. Thus, the existing suit against collectors will survive as a suit 
against the deputy district commissioners, and the existing right of trial by jury 
will not be disturbed in any manner. 

Although all of the procedures and rights now available to the taxpayer seek 
ing a refund of taxes will be preserved under the reorganization plan, it may 
now be desirable to consider the need for changes in the existing system. Of 
course, the Reorganization Act of 1949 did not contemplate that substantive 
changes, like those which would be involved in a revamping of snits for recovery 
of taxes, would be dealt with in a reorganization plan. However, for the reasons 
set forth below there would be much merit in separate legislation which would 
eliminate the suit against collectors (or their successors, the deputy district 
commissioners) and which would grant the right to a jury trial in tax suits 
against the United States. 

The suit against a collector creates. for both taxpayers and the Government. 
a number of substantial problems which make it a form of action poorly suited 
to the orderly adjudication of tax issues These problems are caused largely 
by two basic characteristics of this type of action which distinguishes it sharply 
from the suit against the United States. First, since the suit against a collector 
is t personal action for money had and received, it can be brought only against 
the collector to whom the money was paid, even though he is out of office or 
dead. The suit cannot be bought against a successor collector to whom the tax 
Was not paid. Secondly, in view of the personal nature of the action, the taxpayer 
must bring the suit in the judicial district wherein the collector resides. 

Substantial difficulties frequently arise where a collector who is out of office 
moves fo a new judicial district, perhaps far removed from the district of his 
original residence and duties. Becanse the action is personal in nature the tax 
payer must follow the collector to the judicial district of his new residence eyen 
though it is far removed from his own residence and place of business where 
essential records and witnesses are located. In sharp contrast, a suit against 
the United States for refund of taxes is brought in the judicial district of the 
taxpayer's residence. The taxpayer is never confronted by any problem of seek 
ing out the defendant, and he is alWays assured that the suit will be litigated 
in a forum easily accessible to him. 

A second and perhaps even more serious objection to the suits against col] 
lectors relates to procedural problems which it raises. Since the suit against 
the collector is a personal action having a common-law origin. taxpayers are 
confronted by a variety of anachronistic common-law technicalities which are 
confusing and burdensome at the least, and which may even result in the defeat 
of just claims. Thus, questions affecting the correctness or lawfulness of court 
process, jurisdiction of the court over the person of the defendant, venue. the 
subject matter of the action, and many other procedural issues, are questions 
which may be raised as a defense to the action. 

It is also worth noting that this form of action frequently creates hardships 
for the beneficiaries of a deceased collector where actions are pending against 
him at his death or are brought against his estate. Litigation of the suit against 
the estate may take a considerable period of time, extending well beyond the 
period of time which would otherwise reasonably be required for administra 
tion of the deceased collector's estate. This may work a substantial hardship 
upon the deceased collector's beneficiaries, and also may add to the burdens 
of the court having jurisdiction over the estate. 

The fiction of the personal responsibility of collectors for excessive tux eal 
lections originated at a time when Suits against the United States were ditticult 
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to maintain. In order to prevent a wrong being done against an individual 
who had been illegally or erroneously assessed, the courts allowed a taxpayer 
to sue the collector. Today, a suit against the United States is a relatively 
simple procedure. It seems especially inappropriate to burden taxpayers and 
their attorneys, the Government, and the courts, with the many difficult problems 
growing out of the nature of the action against collectors, in view of the fact 
that the suit is defended by the United States as the real party in interest and 
a judgment against the collector is satisfied by the United States upon issuance 
of u certificate of probable cause. 

The suit against a collector has been fittingly de scribed by the Supreme Court 
as an “anomalous relic of bygone modes of thought.” It would seem that this 
antiquated procedure has no present justification, for the alternative procedures 
would afford adequate remedies if the right to a jury trial is provided in tax 
suits against the United States. Under these circumstances, an important con- 
tribution could be made to the further improvement of our revenue system 
through legislation to eliminate the suit against collectors and, at the same 
time, to preserve the valuable existing right of jury trial by permitting such a 
trial in tax suits against the United States. 

The Cuairman. You may proceed 

Mr. Dunuwar. In order to provide the greatest assurance to this com- 
mittee and to all citizens that the present right to jury trial in tax re- 
fund suits will be preserved under this plan, the Secretary also re- 
quested the legal opinion of the Attorney General of the United States. 
It is important to note in this connection that the Attorney General 
has charge of the defense of all such suits; and accordingly the opinion 
of his Department is conclusive as to whether any tec hnical objection 
would be raised against jury trial in a suit against a deputy district 
commissioner. ‘The conclusions of the Attorney General’s office on 
this matter have been expressed in a letter to the Secretary of the 
rreasury, dated February 28, 1952. 


This letter makes it absolutely clear that the present right of tax- 
payers to jury trial in suits for refund will continue under the Re- 
organization Plan. ‘The letter reads as follows: 


FEBRUARY 28, 1952. 
The honorable the Secrerary oF THE TREASURY, 
Washington, D.C. 

My Dear Mr. Secretary: You have called my attention to the memorandum 
prepared for you by Thomas J. Lynch, your General Counsel, dated February 15, 
1952, in regard to the effect of Reorganization Plan No. 1 of 1952 upon the right 
of a taxpayer toa jury trial in a tax-refund suit. Mr. Lynch concluded that the 
existing suit against collectors will survive as a suit against the deputy district 
commissioners (upon whom the duties formerly performed by collectors will be 
devolved under the plan) and that the existing right of trial by jury will not be 
disturbed in any manner. 

You have likewise called my attention to the legal memorandum which was 
affixed as an appendix to the statement made by Senator Walter F. George on 
February 26, 1952. The writer of that memorandum expresses serious doubt 
as to whether the right of action against collectors can survive the adoption of 
the plan. 

You have asked for comments by the Department on these memoranda. It is 
believed that consideration of the premises of the second one will lead to a 
decision as to which is the sounder conclusion 

The experience of the Department indicates that the author of the appendix 
memorandum has placed too much weight upon Moore Ice Cream Co. v. Rose 
(289 U. S. 3873) and, furthermore that, although he cites, he evidently did not 
understand the background of United States y. Kales (314 U. S. 186). That 
background was this, namely, that this Department, using in general the line of 
argument and the cases which the writer of Senator George’s memorandum used, 
argued that, beginning with the act of February 26, 1845, 5 Stat. 727. the snit 
against the collector was converted into a statutory remedy ; also, that subsequent 
enactments removed from it all significant resemblance to a common law suit and 
established it bevond question as a statutory remedy 
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That argument, which failed in 1940, is unavailable in 1952, for the Supreme 
Court, first in United States v. Kales (814 U. 8S. 186), and shortly after, in 
United States vy. Nunnally investment Co. (316 U. S. 258), definitely refused to 
follow the implications of Moore Ice Cream Co. v. Rose, supra. In the Kales 
ease, the Court held that the right of action, which had been continued down 
through the years, was identical with that which had existed before Congress 
enacted the statutes on which the Government was then relying as showing that 
the nature of the action had changed ; it expressly followed Sage yv. United States 
(250 U. S. 33), and Smietanka v. Indiana Steel Co. (257 U. S. 1). And in the 
Nunnally case, after quoting from Kales, the Court stated that an imposing 
series of cases has fortified the original authority of the doctrine of the Sage case. 

Thus, the two most recent decisions of the Supreme Court on the point have 
destroyed, as a premise for any conclusion, the argument that the common law 
basis for the action against the Collector has been expressly removed by legis 
lation. And since the right to maintain such a common law suit does not arise 
by statute, no discernible reason remains for doubt as to the survival of the 
principle if the office of Collector is abolished and duties that officer performed 
are otherwise devolved. 

The criticism of the reliance by your Department on Philadelphia v. The Col 
lector (5 Wall. 720), seems improper, in view of the decisions both before and 
since that case was decided. The Court approved the action of assumpsit for 
money had and received as an appropriate and effectual remedy. It did not 
recognize the action against the collector in assumpsit as in any way dependent 
upon any specific statutory provisions. The real significance of that decision 
appears to lie in its demonstration of the adaptability of our judicial system. 
The earlier cases (Elliott y. Swartwout, 10 Pet. 157; Cary v. Curtis, 3 How. 
236: Curtis v. Fiedler, 2 Black 461, and others), applying the law of agency, 
worked out a remedy for erroneously collected import duties. After the office 
of the Collector of Internal Revenue was established during the Civil War, the 
remedy devised in reference to customs was found broad enough to afford redress 
in the courts to those who had overpaid internal revenue taxes. 

Philadelphia vy. The Collector, supra, represents an extension of a logical 
remedial device broader than the presently proposed change would require. The 
vitality of the device over the years is attested by such decisions as Patton vy. 
Brady (184 U. 8S. 608), holding that the action will survive against the col 
lector’s personal representative; Smietanka y. Indiana Steel Co., supra; Union 
Trust Co. v. Wardell (258 U. 8. 587); and Lowe Bros. Co. v. United States 
(304 U. S. 302). : 

The usefulness, the fitness, and the vitality of this common-law remedy indi- 
cate to this office that courts will have no difficulty in applying the doctrine, 
fixing responsibility for overcollection upon the collecting agent, to the public 
officials who may hereafter succeed to the duty of collecting the revenues. 

With kind personal regards, 

Sincerely yours, 
‘ JosEPH C, DUGGAN, 
Assistant Attorney General, Executive Adjudications Division 
(For the Attorney General.) 

In view of these assurances from the chief legal officer of the Gov- 
ernment, I submit that there need be no fear that suits against collec- 
tors, as a form of suit, will either be abolished or fundamentally 
changed under the reorganization plan. 

6. Legality of the plan under the Reorganization Act of 1949: It 
has also come to my attention that some question has been raised as to 
whether the plan conforms in all respects to the Reorganization Act of 
1949, 

There need be no concern on this point whatsoever. Prior to its 
submission to the Congress, the plan was given the most painstaking 
analysis on this matter; and, in accordance with the procedure in con- 
nection with all reorganization plans, the plan was referred to the 
Attorney General for final approval as to form and legality. There 
is attached to my statement, correspondence with the Department. of 
Justice on this matter, including the report of the Acting Attorney 
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General that the plan and the President’s accompanying message are 
in accordance with the provisions of the Reorganization Act of 1949. 

7. Study and development of the plan: The last of the questions 
relating to this plan which seems to be of concern to some people is 
whether it represents hasty action, and whether more time should be 
spent in further study. 

The Department has already documented before this committee the 
many vears spent in study and prepare ation and review of reports, 
which have gone into the necessar vy background work for the develop- 
ment of this plan. These studies have been we rash since 1946, 
L personally aided in the development of one of its more important 
phases as far back as 1947. 

The plan draws from the best features of the suggestions and reports 
of congressional committees, the Hoover Commission, and the man- 
agement engineering firm authorized by the Congress to study Bureau 
reorganization. In 1948, the advisory group to the Joimt Committee 
on Internal Revenue Taxation, which made a study of the Bureau 
organization, stated in the course of its report : 

The Bureau needs a 2- to 4-vear period to analyze and diagnose its manage- 
ment problems and to test and experiment with possible solutions. For this 
activity it should employ the best talent and techniques that are available, both 
within and without the Bureau organization. 

We have followed this course by employing all the means at our 
command to make the study suggested. This reorganization plan is 
the result. 

It is somewhat ironic to have the plan criticized by some on the 
ground that further time and more vears of study are necessary before 
a reorganization of the Bureau of Internal Revenue should take place 
and at the same time to have the plan criticized by others on the 
ground that the Bureau should have brought this plan out sooner, in 
view of the recommendations of the various study groups over the 
years, 

It is well nigh tragic to suggest more years of study in view of the 
amply demonstrated fact that we are attempting to administer a $70 
billion revenue system with the same type of organizational structure 
employed in the early years of this century. 

Indicative of the fact that we are now ready to proceed is the fact 
that the plan has received the endorsement of prominent persons and 
groups that have studied Bureau organization. 

Representatives of the Citizens Committee for the Hoover Report 
have testified that the plan would be a long step forward in imple- 
menting certain basic recommendations of the Hoover Commission. 

The Director of Research of the Citizens Committee, Robert L. L. 
McCormick, in testifving before the House Committee on Expendi- 
tures on plan No. 1, said: 

The Citizens Committee recognizes Reorganization Plan No. 1 as a major 
step toward efficiency and economy in the Federal Government. We support it. 
In our opinion, the reorganization proposals and the plans for extending the 
merit system to include the collectors of internal revenue are fully consistent 
with the recommendations made by the Commission on Organization of the 
Executive Branch of the Government—the Citizens Committee holds that Re- 
organization Plan No. 1 of 1952 should be adopted—and made effective without 
delay. 

Subsequently, in testifying before your committee on February 13, 
1952, Arthur S. Flemming, a former member of the Hoover Commis- 
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sion, appeared as a representative of the Citizens Committee for the 
Hoover Report, and also heartily endorsed the plan. 

The reorganization plan, as proposed, carries out the more impor- 
tant recommendations of the Hoover Commission. Illustrative of 
some of the basic recommendations which it implements are (@) or- 

ganization of the Bureau of Internal Revenue on the basis of func- 
tion, (b) decentralization of certain functions, (c) establishment of 
ciear lines of authority, (d@) reduction in the number of units report- 
ing directly to headquarters, and (e) elimination of the political 
appointment of collectors. 

The plan also encompasses the major recommendations contained 
in a report on the Bureau of Internal Revenue to the House Com- 
mittee on Appropriations in 1948. These recommendations are: 

The patronage system of appointing collectors of internal revenue 
should be eliminated. 

Consolidation of all activities in the field under an able career em 
ployee—thus making him the counterpart of the Commissioner in his 
area 

The establishment of clear lines of control and elimination of 
divided authority over the various operating units. 

The plan also incorporates the major recommendations of the Ad- 
visory Group to the Joint Committee on Internal Revenue Taxation 
contained in its report for 1948. This group, in addition to recom- 
mending a change in the method of appointment of collectors, also 
recommended the following basic changes which are incorporated in 
the reorganization plan: 

The consolidation of field entities to eliminate duplication of ad- 
ministrative functions and overlapping of effort. 

The establishment of regional supervisors having general responsi- 
bility for coordination of all revenue activities in their areas. 

The management-engineering firm, which under the authority of 
Congress was paid over $100,000 to make a scientific engineering study 
of the needs for reorganizing the Bureau of Internal Revenue, also 
made basic recomendations which are incorporated in this reorganiza- 
tion plan. These basic recommendations are: 

The filling of key posts, including the positions of collector, with 
career-trained executives appointed under the merit system. 

Reorganization of all field activities under regional commissioners, 
each in charge of all revenue activities in his region. 

Reorganization of the top management of the Bureau to provide 
clear lines of authority and control under the associate or assistant 
commissioner in charge of the major functions of the Revenue Bureau. 

The President’s reorganization plan is drawn from all of these basic 
recomendations, as well as the suggestions of other congressional] 
groups, and the experience of those of us who have lived with the 
revenue service for many years. 

With the full realization of the responsibilities of the Commissioner 
of Internal Revenue—as the official responsible for the collection of the 
Nation’s revenue, for the receipt and proper handling of some 85 
million tax returns and over 100 million related documents, for the 
maintenance of the highest standards on the part of some 58,000 
employees— -I wish to say to you in all earnestness that I regard the 
President’s reorganization plan as the greatest opportunity to put this 


Nation’: 
econom! 
The 5 
mies wil 
and file 
savings 
audit. fc 
like fu 
from cl 
ussuUre J 
ministe’ 
would I 
As in 
tion pla 
inthe f 
ards of 
Weh 
service 
measur 
ful tot 
given n 
It is 
in our | 
to these 
ization 
ditions. 
to reors 
standa 
This 
(The 
Commi 
Reorga 


The hon 
My 1 
mony be 
ments r 
conform 
Prior 
Bureau 
enclosin 
General 
legality 
ization . 
Ss 


The Pr 
The 
( 


My D 
versions 
which v 
plan yo 
of the EB 

The 
visions 
legality 





REORGANIZATION PLAN NO. 1 OF 1952 243 


Nation’s revenue-collection business on a sound, modern, efficient, and 
economic basis. 

The plan will definitely result in operating economies. The econo- 
mies will flow directly from the centralization of large-scale processing 
and file operations in the offices of the district commissioners; from 

savings in travel and per diem costs through a consolidation of our 

audit forces; from stepped-up production through a combination of 
like functions; from closer supervision of work ‘and employees; and 
from closer coordination of the workers at the local level. I can 
assure you that. when this plan becomes fully effective the cost of ad 
ministering the tax laws then in effect will be substanti: ally less than 
would be the « case under our present organizational structure, 

As important as these savings in operations will be, the reorganiza 
tion pl in will produce the greatest ec onomy for the American people 
in the form of a tax service able to maintain the highest possible stand 
ards of integrit V and service. 

We have been making every effort to build the best internal revenue 
service it is humanly possib le to provide. This has especially included 
measures to detect and punish any individuals who have been unfaith 
ful to their high public trust. The Secretary and the President have 
given me their fullest support in this effort. 

It is equally important, however, that we eliminate the weaknesses 
in our present organizational set-up which have contributed so much 
to these instances of wrongdoing. The presentation of this reorgan- 
ization plan re presents anit ijor part of our efforts to correct these con- 
ditions. I earnestly hope that you will lend your support to this effort 
to reorganize the Revenue Bureau into a career service of the highest 
standards. 

This concludes my formal statement, Mr. Chairman. 

(The correspondence with the Justice Department referred to by 
Commissioner Dunlap, regarding the legality of the plan under the 
Reorganization Act of 1949, is as follows :) 

FEBRUARY 28, 1952 
The honorable the SECRETARY OF THE TREASURY. 

My Dear Mr. Secretary: I understand that an issue has been raised in testi 
mony before the Senate Committee on Expenditures in the Executive Depart 
ments regarding a question as to whether Reorganization Plan No. 1 of 1952 
conforms in all respects to the Reorganization Act of 1949. 

Prior to its submission to the Congress, the plan was transmitted by the 
Bureau of the Budget for consideration and study in this Department Il am 
enclosing for your use a copy of the letter to the President from Acting Attorney 
General Philip B. Perlman, in which he advised the President regarding the 
legality of plan No. 1 and of its conformity with the provisions of the Reorgan 
ization Act of 1949. 

Sincerely yours, 
JOSEPH CC. DUGGAN, 
Assistant Attorney General, Erecutive Adjudications Division, 


JANUARY 11, 1952 
The PRESIDENT, 
The White House, 
(Through the Director of the Bureau of the Budget.) 

My Dear Mr. PRESIDENT: I am herewith transmitting in duplicate alternative 
versions of Reorganization Plan No. 1 of 1952, together with a proposed message, 
which will be appropriately adjusted, if necessary, to accompany the text of the 
plan you select for transmittal to the Congress in accordance with the provisions 
of the Reorganization Act of 1949. 

The proposed plan and accompanying message are in accordance with the pro- 
visions of the Reorganization Act of 1949 and I approve them as to form and 
legality. 
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In accordance with the request of the Director of the Bureau of the Budget, 
I am returning to him the plan in both texts and message in order that he may 
present them personally to you. 
Respectfully, 
PHILIP B. PERLMAN, 
Acting Attorney General. 


The Cuairrman. Thank you very much, Mr. Commissioner. 

At this time will vou ide tify for the record the assistants you have 
accompanying you / 

Mr. Duntar. Yes, certainly. 

This gentleman is Justin F. Winkle, Assistant Commissioner. 

This gentleman is Thomas C. Atkeson, Assistant to the Commis- 
sioner and head of the management staff. 

And this gentleman is Norman A. Sugarman, assistant head of the 
management staff. 

The CHAIRMAN. Mr. Commissioner, I assume that you realize, be- 
cause it seems you have placed some emphasis upon it in the latter part 
of your pre pared statement, that im this reorganizi tion we are de: aling 
with the most vital agency of our Government, the tax collecting 
agency, now in process of collecting annually $70 billie on of taxes from 
the American people. That is correct, I be lieve, f from your statement 4 

Mr. Dunuar. Yes, sir. We realize that with all seriousness, sir. 

The Cuamman. The functioning of all other agencies of the Govern- 
ment depends upon the ability of this agency of the Government to 
collect the taxes to support all the operating expenses of the entire 
Government. Is that not correct ? 

Mr. Duntapr. That is correct, sir. 

The CHatrMan. So that Scie could not be a reorganization plan 
of any agency of the Federal Government that is more vital and with 
which greater care should be taken in an attempt to reorganize? 

Mr. Duniap. Lagree with you wholeheartedly in that statement, Mr. 
Chairman, but I would hke, though, to emphasize that that is the 
reason that it has taken over 5 years for us to develop this plan, as we 
have presented it to vou. 

The CHAtRMAN. Yes, sir. It took you 5 years to develop a plan that 
contains 375 words, is that correct ? 

Mr. Duntar. No, sir. 

The Cuairman. How many words does the plan contain? 

Mr. Duntar. The plan which I have outlined to you, sir, is a com- 
plete plan. Iam sure you have reference, sir, merely to the President’s 
message, which outlines only the steps needed for allowing us to 
effectu: ate the completed plan. 

The Cuatrman. That is correct. You have 375 words of law here 
for the Congress to pass upon. That is the law, not what you intend 
to do under it. This plan, as submitted to the Congress, is the law 
that the Congress is either to enact or reject, isn’t that correct? 

Mr. Dunuap. Yes, sir. 

The Cuamman. And much of it deals with repealing the existing 
statute. 

Mr. DunuaPp. With abolition of some offices. and the creation of 
new ones, 
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The CHatrman. But this plan specifically repeals some of the 
statutes, does it not? 

Mr. Dunuapr. Yes. 

The Cnamman. So from the plan, after we leave the 375 words 
actually submitted, we have to look to the testimony of officers who 
are going to operate under the plan, as to how they intend to reorgan- 
ize and set it up, isn’t that eerie 

Mr. Dt NLAP. That is correct, 

The CHarrman. In many naane es, of course, they have the discre- 
tion to change their minds? 

Mr. Dunuap. Yes, sir. 

The Crarrman. So we are legislating here on the basis, in many 
respects, of the Secretary of the Treasury having the authority to 
change the whole plan, if he desires to do so, after this plan and these 
375 words are approved. 

Mr. Dunuar. That is correct, sir. 

The CratrmMan. Yes, sir 

Mr. Duntar. But no one would be more anxious than the Secretary 
and the Commissioner of Internal Revenue 

The Cuarmman. The Secretary, however, and the Commissioner of 
Internal Revenue are only human. They have no lease on life. They 
give us a promise here today, and we have to take that promise as law 
bec: ause it is not written into the plan, isn’t that correct ? 

Mr. Dunuar. Yes. The plan contains that element of elasticity, 
that it can be adjusted as economic and other dictates necessitate. 

The Cuamman. This plan provides that you may have, in addition 
to 25 district commissioners at one time, 70 other ollicers, isn’t that 
correct ¢ 

Mr. Dunuar. That is correct, sir. 

The Cramman. And it neither identifies those office 
does it prescribe their duties or responsibilities ? 

Mr. Duntar. No, sir: but we have attempted to—— 

The Cuamman. So we are not enacting the law, but are leaving it 
to the discretion of the Secret: iy of the T reasuryv to m: ike law from 
time to time as the plan goes on, isn’t that correct ? 

Mr. Dunuar. Except, sir, that we have explained in great detail 
the titles and functions of those other officers. 

The Cuamman. I know, Mr. Commissioner, you have explained in 
creat detail what you intend to do under this 375 words of authority, 
but, what you intend to do is not the law, is it / 

Mr. Dunuap. No, sir. 

The Cuairman. So we are legislating here in this plan, not law, but 
authority to an individual on promises of what he will do while he 
holds office, isn’t that correct ? 

Mr. Duntar. To some extent: ves, sir. 

The Crrarrman. Very much so, isn’t it? 

Mr. Duntar. But I would think that the internal revenue service, 
or those of us who have devoted our lives to it, can be depended upon 
to see that the service functions in the most efficient manner possible. 

The Cuatrman. I am not questioning that you will undertake to 
do many things. I am getting down to the basic issue here: Whether 
the Congress is to legislate a reorganization plan that is specific, or 
whether the Congress is being called upon to delegate to the Secretary 
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of the Treasury, and to the Commissioner, authority to set up most any 
plan they may want, save and except for those things that are specific 
in this 375-word document? 

Mr. Dunuap. May I call the committee’s attention, Mr. Chairman, 
to the fact that the Congress has already done that? They have dele- 
gated every function formerly performed under the Commissioner of 
Internal Revenue to the Secretary of the Treasury. 

The Cuarrman. They did not abolish these offices? 

Mr. Dunuar. But the functions of those offices can be changed by 
the Secretary under Reorganization Plan No. 26. 

The Cuairman. But the Secretar y cannot change the law applicable 
to those offices. The Secretary cannot change existing statutes that 
are applicable to the authority so far delegated to it. 

Mr. Dunuar. That is true, sir. We cannot eliminate the office. 
What we are asking you to do now is to enable us to exercise these 
functions which the Congress has already given to the Secretary of 
the Treasury in a more efficient manner than we can do under the 
present set-up. 

The Cuairman. Let me ask you this, Mr. Commissioner: You have 
agreed with me that this is one of the most important and vital reor- 
ganizations that can be had, I think, either by statute or by reorgani- 
zation plan, of any agency of this Government, isn’t that correct ? 

Mr. Dunuap. That is absolutely correct ; yes, sir. 

The Cuarmman. And you say that it took you, with intensive study 
and with all the help you could get, 5 years to bring up this plan to 
the Congress, is that correct ? 

Mr. Dunuar. That is right. 

The Cuairman. And now you expect the Congress, however, to take 
60 days in which to consider it and to act upon it affirmatively / 

Mr. Dunuap. I believe those are the provisions of the reorganization 
bill; yes, sir. 

The CuatrMan. All right. In other words, if we approve this plan 
the Congress will have taken 60 days to study and try to understand 
all that you have considered and approve your recommendations ? 

Mr. Dunuar. No, sir; I won't say that that is exactly the picture. 
because the various committees of the C ongress, over this period while 
we had it under consideration, have been study! Ing it also. 

The CuarrMan. What committees? 

Mr. Duntar. The Committee on Expenditures in the House, the 
House Appropriations Committee, the House Ways and Means Com- 
mittee, through its subcommittees, the Joint Committee on Internal 
Revenue Taxation, and the management engineering firm that was 
employed by the Congress. 

The CuatrmMan. Hasn’t the Finance Committee of the Senate had 
some consideration of it at times? 

Mr. Dunuar. The members of the Finance Committee of the Senate, 
of course, are members of the Joint Committee on the Internal Rev- 
enue Taxation. 

The CuarrMan. This is the point I am making. If it has taken 5 
years to devise a plan that carries with it the implications that this 
one does, it means that we are legislating a concession here to an in- 
dividual or to individual present officeholders on promises of how they 
will operate the plan, without any statutory safeguard compelling the 
plan to be operated in a certain fashion. 
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Don’t you feel that the respective committees of the Congress, deal- 
ing with internal revenue, should first study this plan be fore it should 
be “adopted ? 

Mr. Dun ap. I feel, sir, as I stated before, that committees of Con 
gress have been studying the entire background of this plan ever since 
it was first considered. 

The CuarrmMan. When was it first considered ? 

Mr. Duntar. It began to be considered first, sir, in 1946. The van 
ious elements of it that I have read you in my statement this morning 
were contained in the recommendations made by various committees 
of the Congress, as the result of their study of the Bureau, all of which 
recommendations are included in this plan. 

The Cuamman. Then what objection would you have to the re 
spec tive committees of the Congress on Revenue, the Ways and Means 
Committee of the House, and the Finance Committee of the Senate, 
having an opportunity to study this plan and report out legislation 
embodying those of its provisions which the committees deemed to be 
sound and advisable, together with such further provisions and safe 
wuards as in their wisdom they deem proper? What objection would 
you have to their doing that ¢ 

Mr. Duntar. | have no objection, and I am always happy to have 
any committee of the Congress study the Bureau or any of its plans 
at any time, 

The only thing that Iam submitting this morning, Mr. Chairman, 
is my idea that that has already been done. 

The CuHarrman. Well, if it has been done, we are confronted 
here with this problem this morning where the chairman of the Senate 
Finance Committee, and the ranking member on the minority side, 
have filed a resolution of disapproval. 

Should that not arouse the concern of this committee, as to whether 
the responsible taxing committees of the Congress, if they have been 
studying it, agree with the plan and feel that it should have further 
study and further safeguards ¢ 

Mr. Duniar. Of course, those gent lemen realize, sir, that the Senate, 
if 1 understand the law, would not even be required to vote on the 
plan unless such a resolution was introduced. 

The Cuamman. Therefore they thought it was of sufficient concern 
that a resolution should be introduced ¢ 

Mr. Duntar. Yes,sir. 

The Craimman. And that the plan should not go into effect without 
the Congress adopting it ¢ 

Mr. Duniar. Yes,sir:; they apparently did. 

But 1 would like to call your attention to one thing about this plan 
which has not been brought out so far: I have been unable to find any 
provision in this plan which has not been recommended to the Bureau 
by a committee of this Congress. 

The CuatrmMan. Well, do you mean that the taxing committees of 
the Congress, the revenue committees, have recommended all provisions 
of this plan? 

Mr. Dt anete 1 mean that every provision of this plan has been 
recommended by either the House Appropriations Committee, the 
Ways and Means Committee, or the Joint Committee on Internal 
Revenue Taxation, 
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The CHairnman. There is not a feature of the plan that has not been 
recommended ¢ 

Mr. Dunuar. That is right, sir. 

The Cuairman. Then what is your objection to having the proper 
committee study the plan and see if it conforms to their thinking ? 

Mr. Dun.tarv. I have expressed no objection. I have merely stated 
that those committees have studied our problems and have submitted 
their recommendations, and it is upon their recommendations that 
this plan is based. 

The Cuarman. | haven't heard that before, and if it is a faet, ap- 
parently it was not unanimous because the two ranking members— 
the chairman and the ranking member of the Senate Finance Commit- 
tee—have manifested such apprehension concerning the plan and the 
wisdom of it. and the unsoundness of it, that they have introduced a 
resolution of disapproval. Wouldn't that naturally arouse some con 
cern among the Members of the Congress who have not had the oppor 
tunity of making the study that you have made, and which you say 
other committees may have made ? 

] just point that out because that is why | introduced this bill, 5. 
2747, which is intended to e@ive to the appropriate committee, or the 
committees having jurisdiction of revenue matters in the Senate, the 
opportunity to study this plan thoroughly. T have incorporated the 
structural provisions of your plan in this bill, everything that you 
want, save career officers in the collector's position and in the district 
commissioner's position. I have also included a provision that is 
intended to safeguard the rights of taxpayers to maintain suits in 
the district courts of which they are residents, and to have a right 
of trial by jury. (See appendix, p. 510.) 

In other words, two mayor changes are involved, one of which is 
my own view. I do not believe in putting collectors under civil 
service, That would be a matter for the ce mmittee to consider if 
they feel that should be done. It would afford the committee an oppor 
tunity to study carefully these proposals, together with the other 
matters contained in this plan. 

Mr. Duntar. And I submit, sir, that insofar as the members of the 
Senate Finance Committee are concerned, this joint committee report 
made as a result of their study contains the recommendations from 
which this plan is developed, 

On page Lo of mv statement I quote from then report 


] ? 


The Bureau needs a 2- to 4-vear period to analyze and diagnose its ma 
ment problems and to test and experiment with possible solutions For this 
activity it should employ the best talent and techniques that are available, bot! 
within and without the Bureau organization. 


The Bureau has done that. Further in that same report, sub 
mitted in 1948, it reads: 


This group, in addition to recommending a change in the method of appoint 
ment of collectors, also recommended the following basic changes which are 
incorporated in the reorganization plan. 

The consolidation of field entities to eliminate duplication of administrative 
functions and overlapping of effort. 

The establishment of regional supervisors having general responsibility for 
ordination of all revenue activities in their areas 


I submit to you, sir, that that is all this plan does. T submit to 
vou that the Senators who have appeared here were members of this 
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joimt committee who made that report, and that study, so I again 
submit, sir, that they have had amiple opportunity to study this 
prob lem and they are entirely familiar with it. 

The ¢ “HAIRMAN,. I don't know how the members of the Finance 
Conde as a Whole, stand on the plan. But obviously that com- 
mittee is not unanimous in its approval of the plan. 

Now, you point oul here Oh page tot your pre pared 
say: 


The whole reorganization plan results from our experience and study of de 
fects in the present system. ‘This has revealed that one of the most serious 
defects is the political appointment of collectors. As the report of the Hoover 
Commission has pointed out, elimination of the political appointment of col- 
lectors will remove “one of the chief handicaps to effective organization of the 
Department.” 


statement, you 


Now, may I ask you what politically appointed collector today is in 
oflice who should not be there, who cannot be removed within 30 


minutes’ time, if it is found that he no longer performs his duties 


properly, or performs them without regard to his obligation to the 
country ¢ 
Mr. Dun tap. I know of no such collector, sir. but that is not the 


full meaning of that statement. 
The CuatrMan. Well, then, what is ae full 
Mr. Dunuar. The full meaning, sir. is that under this plan, as well 
as under the development of our laws, oa the intric 


meaning of it / 
ACTeS ot entore 
| U 


" we feel that we 
must have in those offices qualified technical people who have full 


Ing the tax system that has erowh up ovel the years, 


knowledge of owr procedures, and the internal revenue statutes and 
laws. who are able to enforce them from a technical star dadpoint, rathes 
than having someone brought in who is entirely unfamiliar with both 
the meome-tax statutes and the other taxing statutes of thi fs 
ment. as well as one who ts untamiliar and never becomes faiathiae 
with the operations of the Bureau of Internal Re venue 

The CHAIRMAN. Now, thre re has been some Intimati h oft this he re 
totore 1h} the | stimony. that i collector ot taxes, m der the present 
vstem, is not responsive to his superiors Will you name any col- 
lector vou have who is not responsive to the superior authority in tak 
ing orders and carrying out policy and performing duties 4 

Mr. TD NELAP. | know ol no sucl 1 etlenines now, but I W¢ uld Sav 1 il 


we have re moved seven of ‘them in the past vear. 

The Cuaman. All right. You removed seven while removing a 
lot of civil-service men also; did you not? 

Mr. Dunxuar. Mr. Chairman, if IT may make a statement there: 
— little run-of-the mill] employee who is doing al day to-day job 
On a clifferent basis from the head ot a fig ld « reanizat On. We have 
hy uc to remove seven appoin tive heads of field units, name lv, collectors 
of internal revenue, but no breath of scandal, no bre: ith of rumor, 


i 
l 


has ever touched the 39 special agents in charge, the 14 special agents 


1n) charge, the 1? heads of our appellate divisions. no breath of Suspti- 
cion has touched any of those career employees. 

The Cyaan. How about your assistant collectors, are they 
career emplovees ¢ 

Mr. Dunnar. Yes, si 

The CuHarrman. How many of them has it touched ? 

Mr. Duntap. So far as T know, only one assistant collector has 
been involved, and that was a separation 
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The CHarrman. How about deputy collectors ? 

Mr. Dunuary As I say, that was a separation caused, not by any 
wrongdoing on his part, but by the fact that he had other outside 
businesses to which he decided to devote more of his time. 

The Cuatrrmman. Now, Mr. Dunlap, have you found it difficult to 
remove those collectors whose conduct suggested their removal from 
the service ¢ 

Mr. Duntarv. No, sir. The President has given us full support in 
that regard. 

The Cuatrrman. Then they have been removed as frequently and as 
promptly as you recommended to the President that they be removed / 

Mr. Duntap. Yes, sir, but that is not the point, sir. 

The Cuamman. Why isn’t it, if you can get rid of a man when you 
find there is something wrong with him ? 

Mr. Duntar. The point is, sir, that I feel, and I conscientiously 
feel, that the enforcement of our internal-revenue statute has come to 
the point where it takes a qualified professional to handle it appro 
priately, and not somebody that has to come in and learn all the rules 

and regulations and try to become familiar with them, when he knows 
when he comes in that at best he will probably be in there only 4 years. 
It has gotten to the point where it isa professional job. 

The Cuarmman. Would you point out some of those faults now, 
where they have occurred ? 

Mr. Duniap. Sir’ 

The Cuamman. I say, where have some of those faults occurred 

Mr. Duntapr. What faults, sir? 

The Cuatrman. Those which you just said you have found to 
exist. What are they, what are these things that you have found 
in the man who comes in as a collector and cannot handle the job’ 
That is what you are implying; and you say you should have a 
career man, now I would like to find out wherein these others have 
failed. 

Mr. Dunuarv. I have not said that they have failed to perform 
their jobs to the best of their ability. The eer we now have 
have done a splendid job; 17 of them are career men, they were 
made collectors because of the fact that they grew up in the service. 

All I say is that it is a terrific handicap, it is in my ne at least, 
to bring in a complete stranger who has to spend 2 or 3 years be 
coming familiar with the laws and operation of the ‘Gaines before 
he is of any value to us. 

The Cuaimman,. I think you said in your statement here that you 
wave considerable thought to the question of whether a taxpayer's 
rights to maintain a suit might be preserved. I understand you 
had some other opinion from the Chief Counsel of the Internal! 
Revenue Bureau and the Treasury Department, and also from the 
Attorney General on that point. 

Mr. Dunuap. Yes, sir. 

The Cuairman. That was a matter of concern to you before, 01 
at the time the plan was formulated ¢ 

Mr. Dunnap. Yes, sir; we wanted to be absolutely sure that no 
taxpayer's rights would be abrogated by the adoption of this plan. 

The CHamman. Then we had better go a little further in that 
connection. Now, suppose we have a career deputy district com 
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missioner who collects a tax, say, in Maine. He is the tax collector 
there or the deputy district commissioner there, who will take the 
place of the tax collector in Maine and he collects the tax. Maybe 
it is paid under protest. The taxpayer feels that he is overpaying 
and being overassessed. The new man—the deputy district com- 
missioner—will be a civil-service career man. 

Then the very next day you transfer that man, we will say, to 
the State of Arkansas. How is the taxpayer going to get service 
on him and maintain a suit in his district where he lives? 

Mr. Dunuar. Senator, that situation prevails right now. In every 
office, of course, that we have, someone, usually the legal officer in 
that office is designated to receive such suits. 

I would like to call your attention to the fact that I served as a 
collector, or acting collector, for over 3 vears. Right now Lam Sie 
sued at least once a month. I am never served with those papers. 
‘They are served on the legal officer there. It is never necessary for 
me to appear in court. It is merely a form under which the taxpayer 
sues the Government. 

The CHarrman. I know that, but there is a legal requirement of 
venue and jurisdiction which you cannot waive as collector. 

Mr. Duntar. There certainly is, sir, but at the same time I am 
making the point, what we are proposing as to the point you have 
raised is no different from the situation that exists today. 

The Crrainman. Well, it would be different if anybody wanted to 
contest it. If you moved out of that district and they could not get 
service on you it would certainly be different. I think we all know 
that. 

Mr. Dunwar. I don’t think so, sir. 

The Cuatmman. Well, that is another legal question. 

In your opinion, then, do you think that a higher caliber of man 

‘an be obtained for collector for these positions through an appoint- 
ment by the Secretary without Senate scrutiny than through an ap- 
pointment by the President with Senate confirmation ? 

Mr. Duntar. Let us say more professionally qualified. 

The Cuarrman. More professionally qualified ? 

Mr. Dunuar. Yes, sir. 

The Carman. You would not say that the Civil Service Com- 
mission is more capable of selecting honest men, and men of character 
and stature, would you? 

Mr. Duntap. I certainly would not, sir. 

The Cramman. Then you don’t expect to touch the real evil by 
civil-service appointment—the evil that we are talking about and 
which we mention so much in connection with the present scandals? 

Mr. Duntap. Well, I have stated many times that the mere placing 
of a man under civil service is not going to make him an honest and 
outstanding citizen. 

The Cuairman. Yes; I think we all agree with that. 

Mr. Duntap. Certainly. 

The Cuatrman. Now, is it necessary, or do you feel it is necessary, 
to leave to the Secretary of the Treasury any policy other than the 
determination of suggestions for the amount of revenue to be raised, 
the subjects to be t: axed, and the 1 ‘ates? 

Mr. Duntap. I beg your pardon, sir. I did not catch all of that 
question. 
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The Cuatrman. Do you feel it is necessary to leave to the Secretary 
of the Treasury any policy, other than the determination of sugges- 
tions for amount of revenue to be raised, the subjects to be taxed, and 
the rate of taxes? 

Mr. Dunuap. Yes; I think that the man charged with those re- 
sponsibilities should have the full authority to settle management 
polic y questions. 

The Cuamman. Do you feel that he, and not the Congress by stat- 
ute, should have the sole power to prescr ibe the titles of officers of that 
caliber who do the collecting, in State areas, and change their titles 
at will? Do you feel that that power should be delegated to him ¢ 

Mr. Dunuar. I feel that if you are going to hold a man responsible 
for the proper and complete operation of anything, whether it be a 
little country hardware store or whether it be the Department of the 
Treasury, that you need to give to him full authority to operate on a 
modern businesslike basis. 

The Cuatrman. Well, of course, I guess we can all agree in general 
terms on that. However, where we are dealing with Government, 
the general theory of a government such as ours is that Congress shall 
prescribe the limitations of power and also prescribe the rules under 
which the administrator shall perform his duties. Now this plan 
goes pretty far when it provides for so many oflicers, not in excess of 
40 at any one time, with such title or titles as the Secretary of the 
Treasury shall from time to time determine. Now, do you think that 
is necessary, to give him the right to change titles from time to time / 

Mr. Dunuapr. I think that it is a wise provision, because none of us 
in the Internal Revenue service, in the Treasury, or in the Congress 
can foresee what conditions in this country might be 10 years from 
now, or only 15 years from now. 

The Cuairman. Couldn’t we legislate on them when those condi- 
tions come up! Don't you think that we would still have a Congress 
at that time / 

Mr. Dunuar. Certainly, sir, but you must surely realize, sir, as do 
I, because certainly 1 am very conscious of it, that the Congress al- 
ways has full authority and full rights to step into any of our de- 
partments, our bureaus, and to insure itself that those departments 
and those bureaus are operating as they should, for the best interests 
of the country, and the people of the country, and to take such action 
as in their wisdom the y deem necessary, if the ‘y find that is not being 
done. 

The Cuairman. What is your reason for feeling that you should not 
have a chief counsel of your own or an attorney, who is directly and 
wholly responsible to you ¢ 

Mr. Duntar. The main reason, sir, is that I feel that we should 
safeguard in procuring adequate legal counsel against having an at- 
torney for the Bureau who would take diets ation from a commissioner, 
who would merely be a “yes man,” that the commissioner would say, 
“] want you to put this interpretation on the law,” and then have him 
come up with some rulings that will be in accord with his demand. 

The Cuamman. No, but you would rather have the Secretary of 
the Treasury say that to him? 

Mr. Duniav. Well—— 

The CuarMan. You are putting it under him. 
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Mr. Dunuapr. I think the Chief Counsel of the Bureau, I think in 
getting a Chief Counsel of the Bureau that we should not run any 
chane e of having a “yes man” giving legal advice to the « ‘ommissioner. 
I don’t think that he should be } laced in that category. 

The CuarrMan. Have you cal that situation in the past ? 

Mr. Duntapr. Sir? 

The CrarMan. Have you had that situation in the past ¢ 

Mr. Duntap. I have not, sir: no. 

The CHarmman. Has anyone ¢ 

Mr. Duntav. Not to my knowledge. 

The CHairMAN. So far as you know, you are wnce re to cor- 
rect, in this instance, an evil that does not exist and never has existed. 

Mr. Dunuar. No, sir: we are merely leaving the situation, insofar 
as it concerns the Chief Counsel and General Counsel in the same 
situation that it is in now. 

The Hoover Commission a long time ago recommended that Ge 
eral Counsel for the Department, and their assistants in the various 
bureaus, should be set up in this way, and the Treas ury and other de- 
partments of the Government have certainly conscientiously complied 
with those directives as checked upon by Congress. That is the way 
the Hoover Commission recommended it be done. 

The CuatrmMan. I believe you stated before the House committee, 
when you testified there, and I quote: 

I would not want a lawyer who was strictly under my control, because 
he might tend to become a yes man. 

Is that correct / 

Mr. Duntar. That is what I, in effect, have just stated. 

The Cuairman. Well, would you want anybody else under yout 
control, your collectors and district commissioners, because they might 
become yes men, too é 

Mr. Dunuar. Yes, but they do not have the same bearing when it 
comes to settling the more important decisions that the Bureau must 
make. 

The Cuatrman. Is there any greater danger of a general counsel 
becoming a yes man to you than he would to the Secretary of the 
Treasury / 

Mr. Dun tap. No, sir: I should not think so. But the General 
Counsel and the Secretary of the Treasury use the chief counsel 
merely in formulating legal policies, and in furnishing advice on legal 
matters which appear in ‘the tax bills bei ing recommended by the Con- 
FTeSS. 

The Cuarrman. If you were running a $70 billion institution for 
a private enterprise, and you had a vital interest in it, would you 
want your chief counsel to be under the domination of some ‘body else? 

Mr. Dunuap. I think, sir, that it is a customary business pre actice, 
in those cases, to retain a firm of lawyers that has no connection with 
the business and is not amenable to it In any respect. 

The CHamman. They are amenable to the people who employ 
them. 

Mr. Dunuar. But they are not employed by them in the sense of 
day-to-day employment. 

The Cuairman. I just cannot see that point where you say you are 
afraid a lawyer will become a yes man to the collector, and prob 
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ably would not become a yes man to the Secretary. I cannot fol- 
low that very far. 

Have you given any thought to, and what would your comment be 
with reference to, making the Bureau of Internal Revenue independ- 
ent of the Treasury Department altogether ¢ 

Mr. Dunuap. | have heard the matter brought up, and have given 
casual thought to it, sir. My first reaction would be that I don’t 
believe that it would be wise because the Bureau would have to take 
on far more functions than it now has, such as the formulation of 
tax policy, the formulation of recommended legislation, all of such 
matters as that which are now performed by the Secretary of the 
Treasury. It is the main source of revenue. 

The Cuarmman. Under this plan, with reference to the General 
Counsel, do you feel that the General Counsel, who is a deputy 
counsel to the Treasury Department, will now act in the c apacity of 
counsel to you, or will he have the authority or the power to direct ? 

Mr. Duniap. No, he has no authority to direct the Commissioner of 
Internal Revenue. 

The Cuarrman. He would have no power to direct ? 

Mr. Dunuar. No. 

The Cuatrman. If he took his orders from the General Counsel of 
the Treasury, and gave those orders to you, do you feel that you would 
have a right under this plan to veto his recommendations or his counsel 
or his orders? 

Mr. Duntar. Well, there has been and there could be no direction of 
the Commissioner of Internal Revenue by the Chief Counsel, because 
the Commissioner of Internal Revenue continues to be a Presidential 
appointee. 

The Cuarrman. I understand that. That is why 1 wondered about 
your apprehension that you could not select a counsel to serve you, 
and take his counsel when you felt it was good, and reject it when you 
felt that it was bad. 

Mr. Dunuarp. The Chief Counsel under no consideration ever gives 
any instructions to the Commissioner. He merely furnishes him with 
the legal advice upon which the Commissioner depends in his 
functions. 

The CHarrmMan. We have spoken of some reports and studies which 
have been made, and you referred in one instance to the Paget report. 
That is the name of the report, is it? 

Mr. Duntar. That is the firm of management engineers, Cresap, Me- 
Cormick & Paget; yes, sir. 

The Cuarrman. What specific recommendation did they make as to 
the status of the Commissioner and the functions which he should 
control ? 

Mr. Duntar. Mr. Chairman, I would like just a moment to look it 
up here. 

The Cuarrman. Will you insert that in the record? I don’t want to 
take up a lot of time. Will you find it, mark it, and have it inserted 
into the record. 

Indicate only the specific recommendations they made; the status of 
the Commissioner; and what functions he should perform and control. 

Mr. Duntap. It can be briefed down to two sentences, if you would 
like to hear them. 
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The CHamman. Very well, let us hear the two sentences. 
Mr. Duntap (reading) : 






vested in the top management of the Bureau. 


The CHarrMan. Does that include legal ee ¢ 
Mr. Duntap. Operational, we interpret i 

The CHatrMan. I see. 

Mr. Duniap (reading) : 








Elevate the Commissioner to the rank of Assistant Secretary 
The Caamman. The plan does not do that, does it ? 
Mr. Dunnar. No, sir. [Reading :] 


Transfer to him supervision of all functions and personnel « f the 
side agencies devoted to revenue matters. 








The CHarrmMan. Does the plan do that? 


mendation. 






under specific appropriation of the Congress ¢ 


to have that study made. 
The Cuatrman. You named the firm a moment ago, did you 


Mr. Dunnav. Yes, sir; Cresap, McCormick & Paget. 








mittees of the Congress to study é 
Mr. Dunnap. Yes, sin 
The CHatrMaAn. When was it submitted ? 
Mr. Dr NLAP. To iy personal knowledge two committees have 







tee of the Ways and Means Committee—— 






has stucied it ¢ 






ternal revenue structure 













vestigation started ? 


Taxation. 
The CHatrman. When? 
Mr. Dunuarv. I would have to get that date and 


sir. 






The Cuamman. Lam trying to find out whether this report 


dates. 


mendations. 


major 


The Craiman. You mean the King Investigating Subcommi 


Mr. Duniar. Mr. Chairman, then job is not only to investis 
but also fo stu t\ the operation and to recommend changes Nn the 


The Cuarmman. | understand that, but do you mean since this 


furnish it to vou, 








Full authority for all facilities of internal revenue administration shall be 


Mr. Dunuap. I think so, sir, except for the rank of Assistant Secre 
tary of the Treasury. Incidentally, I don't agree vith that recom 


The Cramman. Mr. Commissioner, was this Paget report made 
Mr. Duntar. Yes, sir; I believe the Congress appropriated $150,000 
not é 


The CHainman. Has this report ever been submitted to the tax com- 


stud- 
ied it since T have been here, and they have been the King Subcommit 


{Tee 


ate 


Mr. Dunuapv. Yes, sir. They had it for several months, aid I 
believe it was submitted to the Joint Committee on Internal Revenue 


Was 
released just since the Revenue Bureau came under investigation, oi 
Was it prior to that time? 

Mr. Duntar. Lam sorry, sir, I cannot tell you without looking at the 


The CHarrman. Well, I think that would be important, because we 
are basing a plan here upon these studies which have been in process 
for years, Which you have had, and upon which you base your recom- 
Now you ask the Congress to act on these recommenda- 
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tions, or the plan submitted, within 60 days. I think we should know 
how much opportunity has been afforded for a study of these reports 
which were obtained at the cost of several thousand dollars and which 
you have had in your possession all this time. 

Mr. Duntar. If you will grant us the authority to get the informa- 
tion of the different committees of the Congress and the dates of those 
records, we will have them inserted in the record. 

The Cramman. I wish you would do that. And will you give us 
the date that this Paget re port was submitted to you or to the Bureau 
or to the Secretary of the Treasury? Do you have that dats 

Mr. Dunwap. Yes, sir. 

The CHaimman. Can you give us that date now ¢ 

Mr. Dunuap. I think that we will have to furnish the exact date. sir. 

The CHamman,. <All right. 

Mr. Dunuap. As TI recall it, it was the tail end of 14s, 

(Subsequently, the following information was submitted by Com- 
missioner Dunlap :) 

In response to the question by Senator MeClellan relating to the report of 
the management engineering firm, Cresap, McCormick & Paget, the following 
information is given: 

The two reports were submitted by the firm as follows: 

Report on Offices of Collectors of Internal Revenue (survey or organi- 
zation and procedures; two volumes), January 1949 

Report on Bureau of Internal Revenue (plan of organization; two vol- 
umes), August 19409 

Copies of the above reports have been made available to congressional com- 
mittees and staffs as follows: 

March 20, 1951: Staff of Subcommittee on Administration of the Internal 
Revenue Laws of the Committee on Ways and Means. 

January 16, 1952: Staif of Senate Committee on Expenditures in the Execu 
tive Departments. 

January 21, 1952: House Committee on Expenditures in the Executive 
Departments. 

February 12, 1952: Staff of Joint Committee on Internal Revenue Taxation, 

As a matter of interest it may be stated that other references to the survey 
by Cresap, McCormick & Paget were made by Bureau officials to congressional 
committees. For example, under date of January 27, 1949 the Commissioner 
in a letter to Robert L. Doughton, chairman, Joint Committee on Internal 
Revenue Taxation, refe rred Hy the manngement engineering firm's study which 
was then being und ken. Commissioner Schoeneinan again referred to this 
study in his statement before the Seat Ways and Means Committee on Febru- 
ary 6, 1951, on the Revenne Act of 1951 (hearings before the Committee on 
Ways and Means, 82d Cong., on revenue revision of 1951, pt. 1, p. 110). 


The CuarrMan. Has this report been submitted to other groups— 
outside groups, who were interested in the general program and gen- 
eral policies ¢ Have they sought it and asked for it, so that they 
might study it? Has it been made available to them ? 

Mr. Dunuap. To outside groups, such as what / 

The CuarrMan. Tax institutions and groups who have sought a 
copy of it so that they might study it. 

Mr. Duntar. Not to my knowledge. 

The Cratrman. It has not been made available to them ? 

Mr. Duntap. No, sir. 

The Cuairman. Speaking of taxpayers’ interest. Mr. Dunlap, what 
can be done under this plan that cannot now be done, insofar as the 
taxpayer making contact with proper authorities to work out his 
income tax problems? In other words, what cannot be done under 
the present machinery which could be done by the 25 district offices 
under the plan? 
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Mr. Dunnar. As I would interpret it, sir, we could not con- 
solidate the functions which I oo described to vou when I used 
the chart here. under the offices of deputy district commissioners, 
in the way we had it planned, unless the organization was changed 
to allow 1 us to put Ages amor il people 1 in the re, because the bulk of the 
changes involve the bringing in of highly technical and professional 
people under the supervision of the deputy district commissioners 

The Cuarrman. I think we ean recognize that there are numerous 
questions arising as to whether certain organizations are taxable or 
nontaxable 

Mr. Dunwap. Yes, sit 

The Crateman. Do you think that the final decision in these mat- 
ters should rest with the General Counsel for the Treasury, or should 
the final decision be made by the Commissioner ? 

Mr. DUNLAP. ‘Those decisions are now being made by the C 
sioner, sir, and would continue to be so made under the plan. 

The Cuairman. Would the ruling of the counsel supersede the 
decision of the Commissioner in that instance, under the plan ¢ 

Mr. Dunnar. No, sir: the Commissioner avails himself of all the 
legal advice that he needs before he issues such a ruling, based on 
interpretation of law and court cases governing, but the decision is 
made by the Commissioner. and the ruling is issued by the Commis- 
sioner, and under the plan the same procedure would follow. 

The Cnamman. Do you think that under this plan you will have 
the final say on income tax regulations, rulings, and interpretations 
of the internal revenue laws, or will the Treasury have it under the 
counsel that is proposed by the plan ¢ 


oOmmis- 


Mr. Duntar. We do not have it now, sir, and we never have had. 
‘I he regulations under which the internal revenue sa are enforced 


are promulgated by the mecre tary of Treasury. 
The Cnuoamman. The Commissioner has nothing to do with 


those regulations / 

Mr. Duntap. Well, of course, we draw them up and work on them 
over in cur shop, but the final approval and publication of them is by 
the Secretary of Treasury. 

If you will remember, any time such a law Di Say 
“under such regulations as the Secretary of Treasury may publi 

The CuHarmman. I wanted to ascertain whether there is ai 
in that. 

Mr. Dunuap. No, sir: no change. 

The CuatrMan. That is what I was asking you about. 

In the Hoover Commission repr rvs it is stated that the General 
Counsel for the Treasury shall be concerned with legal questions 
and the determination of top policy ; 

Would you say that he would be concerned with such matters under 
this plan? 

Mr. Duntar. Sure ly, the policy of the Treasury Department. 

The Cuamman. The policy of the Treasury Department ? 

Mr. Dunuar. Yes, sir. 

The Cuamman. Then he has a dual role, with his primary obliga- 
tion to the Secretary of the Treasury in this set-up, rather than a 
pl imary obligation to the C ommissioner of Revenue / 

Mr. Duntar. You said the General Counsel. The General Counsel 
is an employee of the Treasury; he is the Secretary’s lawyer. 
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The Cuamrman. That is what lL am talking about. I said the coun- 
sel provided for you under this reorganization plan would have pri- 
mary obligation and responsibility to the Secretary of the Treasury. 

Mr. Dunuar. No, sir; he would have a primary responsibility, he 
would be an Assistant General Counsel. 

The Cruamman. Assistant General Counsel to the Treasury De- 
partment ¢ 

Mr. Dunuar. That is right, sir. 

The Cuarrman. Therefore, his primary obligation would be to the 
Department of the Treasury, and not to the Commissioner of Internal 
Revenue ? 

Mr. Duniap. No, sir; his primary assignment is Chief Counsel for 
the Bureau of Internal Revenue. Natur: ally on policy-forming mat 
ters he would consult with the General Counsel, so that they would 
come to policy decisions relating to the legal aspects of our opera 
tions. Operationally he is under the control of the Commissioner of 
Internal Revenue, professionally and policywise, from a legal stand 
point, he will answer to and is operative under the General Counsel. 

We must never lose sight of the fact that under our present set-up, 
and under the new set-up, the Bureau of Internal Revenue is still a 
bureau of the Department of the Treasury. 

The Cuarrman. Mr. Dunlap, I want to ask you a final question 
and I want to cover all aspects of this matter as far as possible, 
because I think this is a very important decision which the Senate 
has got to make in passing on this plan. I would like to go back to 
the suggestion that was implied in the bill I introduced, which incor 
porates your plan, subject to one negative provision and subject to 
one aflirmative or additional provision. In your judgment, as a 
matter of effectual and proper and judicious legis sien procedure, 
would it not be better for the Congress to have this plan studied and 
reported on by its regular standing taxing or revenue committees, 
rather than to have the Senate or this committee undertake to pass 
judgment on its validity and advisability and benefits in this brief 
time, after it took 5 years to develop the plan with intensive study by 
the Department and other agencies which were employed te » help 
devise the plan ? 

Mr. Duntap. Well, as I stated before, sir, frankly, I feel that the 
committees of Congress who have studied this over a period of years 
have already given “oi plan adequate study. I feel that the policy on 
such matters was set by the Congress itself way back when it passed 
the original reorganizational bill of 1949, when it stated that it felt 
that the details of these plans could be better worked out by the 
departments and the bureaus themselves, that it would realize that 
the detail of such a plan could be better formulated on that level than 
in the Halls of Congress. 

The Congress itself set that policy, sir. 

The Cuarrman. Then you think that the adoption of the plan is a 
matter of great urgency at the moment ? 

Mr. Duntar. I feel that et burden of the Internal Revenue, and 
the problems confronting it, sir, are a matter of greatest urgency at 
this time; ves, sir. 

I feel that the more quickly we can put such a plan in operation the 
better it could be for the tax-paying public, as well as for the Bureau 
of Internal Revenue. 
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‘The Ciramman. Senator Hoey, do you have any questions ¢ 

Senator Hory. [I have no questions at this time. I was not present 
when Commissioner Dunlap made his statement, and I am reading 
it now. 

The Cuamman. Very well. Senator Humphrey, do you care to ask 
any questions ¢ 

Senator Humpnurey. Yes, sir. 

The CHAIRMAN. You mav proceed. 

Senator Humpnrey. Just to get the record clear, what legal au- 
thority do you understand has been embraced in the public law con- 
cerning the political appointment of collectors of internal revenue, 
the present political appointment of collectors of internal revenue, 
who did this, what body, executive or congressional / 

Mr. Duntar. The Congress did that, sir. 

Senator Humpnrey. In other words, the present situation, in terms 
of organization of the Bureau of Internal Revenue, has been the 
responsibility of the Congress, is that correct / 

Mr. Dunuap. That is right, sir. The provision covering the ap- 
pointment ot collectors is; t i lewal we rl provided b \ the Con oTress 
but that is not true of - of our other field officers in charge, such as 
the internal-revenue agents in charge, special agents in charge, and 
so forth; they are appointed on the merit system. 

Senator Humpurey. How many politic: al employees have you had 
to dismiss because of misconduct and malfeasance of office in the last 
couple of years? 

Mr. Dr NLAP. Well. there have been seven collectors ot internal 
revenue dismissed or asked to resion. 

Senator Humpnurry. Were they all political appointees / 

Mr. Dunnap. Yes. sit 

Senator Humenrey. Where do you think the burden of proof rests, 
then, with respect to the vali idity or soundness of politic “al ap point- 
ments as versus civil service ? 

Mr. Duntap. That puts me on the spot, maybe, Senator. 

Senator Humpnnrey. Yes, I know. 

Mr. Dunutap. But I think it is a decision that Congress must make 
itself. 

Senator Humeurey. Isn't it true that we in the Congress, by hav- 
ing established a structural organization which permits the political 
appointment of collectors of internal revenue, are on the spot to prove 
that such a method of appointment is better than civil-service ap- 
pointment ¢ 

Mr. Duntap. I would think that it would be a sub ject that should 
receive serious consideration by the Congress; yes, sir. 

Senator Humpnrey. In other words, here we have a situation which 
has shocked the American people. 

Mr. Duntap. Yes, sir. 

Senator Humpurey. What body was it that constructed the house 
in which this shock took place? It was the congressional body: was 
it not? 

Mr. Duntapv. Yes, sit 

Senator Humrnrry. Now, therefore, if we ask that the appoint- 
ments be kept on the basis of political appointments, doesn’t the burden 
of proof rest upon the Congress that this same shqcking display will 
not take place again ? 
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Mr. Dunwap. I should think so, sir. 

Senator Humpnrey. Are you familiar with other reorganization 
plans that have been reported out to the Congress ? 

Mr. Dunnar. Of other bureaus and departments, sir? 

Senator Humpnrey. Yes. 

Mr. Duntar. No, sir: not too familiar with them. 

Senator Humrurey. Well, let me help you a little bit. Out of this 
committee we reported several plans that pertain to departments of 
the Government. It was this committee that presented a plan to the 
Congress, or at least considered plans for the Congress on the Inter- 
state Commerce Commission, the Federal Trade Commission, and the 
Federal Communications Commission, and there was no argument 
brought up at that time that these matters ought to go to the legis- 
lative committees. 

Mr. Duniar. May I ask a question there, too, Senator / 

Senator Humpnurey. Yes, sir. 

Mr. Dunuapr. Is it not true that this committee handled Reorganiza- 
tion Plan 26, which was the basic plan under which we now operate ? 

Senator Humeurey. It is my understanding that that is so, and it 
is also my understanding that this committee has been handling a 
bill for the reorganization of the Department of Agriculture. 

Now, what I am getting at is this. I am not at all impressed with 
the argument of the chairman of the Finance Committee that all 
matters pertaining to the Department of the Treasury ought to clear 
through the Finance Committee, when the jurisdiction of this com- 
mittee is clearly precise in the Reorganization Act as to matters 
of executive reorganization. 

Mr. Duntwap. I agree with that, si 

Senator Humrurey. I have been doing some studying on this; I 
read Senator George’s remarks; I have read the newspaper remarks; I 
have listened to part of your testimony, and while other questions 
have been asked, I have read some of the other parts of it. Iam of the 
opinion that we are raising an issue here which has not been raised be- 
fore, namely, that when we considered reorganization plans for other 
branches of the Government, we took on the obligation with alacrity 
and did our job with dispatch. 

Now we are considering the reorganization plan for the Bureau of 
Internal Revenue, and all at once the substantive question is raised as 
to whether or not it would be better procedure to have reorganization 
come out of the legislative committee. 

I think that the burden of proof rests upon the committees that have 
permitted this kind of structure to grow. 

I would like to ask just one other question : 

With reference to this General Counsel’s Office, haven’t we had some 
trouble in recent days with the General Counsel’s Office in the Bureau 
of Internal Revenue, or am I misinformed? Wasn’t there a general 
counsel who recently resigned ? , 

Mr. Dunuar. A chief counsel. 

Senator Humrurey. a was the Chief Counsel ? 

Mr. Dunuap. Yes, si 

Senator Humpurey. : that different from a general counsel ? 

Mr. Duntap. A general counsel—or the General Counsel is in the 
Treasury Department, and the Chief Counsel is in the Bureau. He is 
Assistant General Counsel. 
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Senator Humrvurey. All right, Assistant General Counsel or Chief 
Counsel. Was he responsible directly to the General Counsel or the 
Secretary of the Treasury ? 

Mr. Duntar. Professionally; yes. 

Senator Humpirey. Professionally ? 

Mr. Dunuap. Yes. 

Senator Humrurey. Was his primary responsibility to the Bureau 
of Internal Revenue / 

Mr. Duntap. Operationally; yes, sir. His primary responsibility 
is to the Bureau. 

Senator Humpnrey. Let me ask you this, Commissioner: As Com- 
missioner of the Internal Revenue would you have the right to dismiss 
this Assistant Counsel, or this Assistant General Counsel, from the 
Bureau of Internal Revenue, under your Bureau plan 

Mr. Duntap. Yes, si 

Senator Humpurey. ‘Van would have the right to dismiss him ? 

Mr. Dunuap. As I understand it, I will. 

Senator Humpurey. How does that jibe with his responsibility or 
his assignment to the General Counsel’s office of the Secretary of the 
Treasury / 

Mr. Duntar. It is an operational responsibility. All through the 
ple in it is stressed, Se nator, that the operat ional control of these people, 
their Insp ection, the} ir dise ip line, their me ‘thod ee ration, eve rything 
about them other than their professional fitness, is a re sponsibility of 
the Commissioner, 

Senator Humpurry. When was the most recent recommendation, 
or when did the rec ommendations of the Joint Committee on Internal 
Revenue ‘Taxation cole to your attention 3 when were they p ib] shed 
or made available / 

Mr. Dun.ap. a were released on April 23 

Senator Humrnurey. Are you aware of an 
has propos das result of those studies ¢ 

Mr. Dunnar. No, siz 

Senator Humrpurey. Were these studies directed toward the strue- 
tural org@anizat ion of the Bureau of Internal Revenue / 

Mr. Dunuar. Yes. sir 

Senator Humrurey. What happened to the reports / 

Mr. Duntap. No action has been taken on them, sir, until the sub- 
mission of this plan. 

Senator Humpurey. Were there members of the Finance Commit- 
tee on the Joint Committee for the Bureau of Internal Revenue ? 

Mr. Dun ap. Yes, sir. 

Senator Humpurey. Why didn’t they do something about it before 
this reorganization plan came up since they had some fine suge 

Mr. Dunuar. I don’t know, sir. 

Senator Humpiurey. Why is it that we have a sudden interest in the 
reorganization plan 4 years following the first report of the joint 
committee 7 

Mr. Duntar. T cannot answer that question, sir; but I would like 
to state that in this plan we have incorporated the findings of that 
committee. 

Senator Humrnurey. What I am trying to find out is this: Did the 
Joint Committee on Internal Revenue, which includes members of the 
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Finance Committee, make reports as to the structural reorganization 
of the Bureau, Mr. Commissioner ? 

Mr, Dun.arv. The committee made such recommendations to the 
joint committee, sir. 

Senator HumMrurey. The joint committee made such recommenda- 
tions to whom ? 

Mr. Dunuar. The committee that examined us, which was called 
the Advisory Committee to the Joint Committee on Internal Revenue 
Taxation, made its report to the Joint Conmiittee on Internal Revenue 
Taxation. 

Senator Humpurey. At what time ¢ 

Mr. Dunuar. On April 23, 1948. 

Senator Humrurey. Did the Joint Committee on Internal Revenue 
prepare any bills or make any legislative proposals as the result of 
those recommendations ¢ 

Mr. Duntar. Not to my knowledge, sir. 

Senator Humpurey. Did the Finance Committee prepare any bills 
or make any recommendations ? 

Mr. Dunxar. Not to my knowledge. 

Senator Humeurkey. Well, isn’t it a fair question for any inquiring 
citizen to ask why the new interest at this late hour, when it was 4 years 
ago that this same legislative committee had information in its hands 

us to the need of some structural reorganizat ion ¢ 

Mr. Dunuwap. | think that is fair, sir. 

Senator Humpurey. | have no more questions. 

The CHairman. When I questioned you earlier this morning, you 
could not tell me when that report was released. Now you are talking 

about it bei Ing re ‘leased some 4 years ago. 

Mr. Dunuar. No, sir: that was the C resap, McCormick, and Paget 
report. 

The CuarrMan. That is the one I am talking about, but that is not 
the one you are reading from now ¢ 

Mr. Dunxnav. No, this is the re port to the Joint Committee on Inter 
nal Revenue T sunita. 

The Caiman. By whom? 

Mr. Dunuar. By its advisory group appointed pursuant to Public 
Law 147, the Eightieth Congress, 

The CHairman. Then you are talking about a different report 
altogether ? 

Mr. Dunuar. Yes, sir. 

The CHairman. Not the one I interrogated you about? 

Mr. Duntap. That is right. 

Senator Humpurey. My point is that the chairman of the Finance 
Committee has appeared before this committee and pointed out what 
he considers some serious weaknesses in the reorganization plan. He 
also expressed the feeling that this kind of administrative reorganiza- 
tion ought to emanate from a standing committee, a legislative com- 
mittee of the Congress. My second point is that members of the Fin- 
ance Committee were on the Joint Committee for the Bureau of Inter- 
nal Revenue, and that the Joint Committee, pursuant to public law, 
has an advisory committee, which advisory committee made recom- 
mendations to the Joint Committee upon which members of the Fin- 
ance Committee sit. 
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The natural sequence would be that if there was a desire on the part 
of the legislative committee to take action in terms of internal re- 
organization of the Bureau that there would have been some bills or 
at least a bill as the result of those recommendions. 

However, as T understand it, at least from vonr testimony. Commis 
sioner, no such bills have been prepared, and only within the last 
couple of weeks a member of the Finance Committee, namely, the 
chairman, has said that it would be well that this be considered by the 
Finance Committee. 

I say to you that that is 4 years late. 

Mr. Duntar. Thank you, sir. 

The Cuairman. Just one further question. Did the committee ever 
see this plan about 60 days ago? 

Mr. Duntap. The President’s plan, sir? 

The CuarrMan,. Yes, sir. 

Mr, Duntap. No, sir, it was not seen. 

The Cuamman. Did you know yourself before 60 days ago that this 
plan would be in the form it is in today ? 

Mr. Dunuap. Yes, sir. 

The CratrMan. You knew it? 

Mr. Dunbar. I worked on it. 

The CuairMan. How long ¢/ 

Mr. Dun tar. Well, I started to work on it personally in 1947. 

The CHarrmMan. In 1947? 

Mr. Dunuap. Yes, sir. 

The CuarMan. So you have been working on it for 5 years? 

Mr. Duntap. Yes, sir. i 

The Caatrman. And you knew what form it was going to take a 
that time? 

Mr. Dunwap. No, sir. 

The CuarmoMan. All right. 

Mr. Dunuapr. I did not know what form it would take when I begat 
to work on it. 

The Cuarrman. When did you determine what form it would take ? 

Mr. Dy NLAP. The ot neral form ot this Plan, sir, began to evolve 
41 


as the result ot these various studies that T have e1 umerated, and it 


has been being put together over a period of, 1 would say, the last 
year or year and a half 

The CHatmrman. That is all. 

Senator McCarthy ¢ 

Senator McCartruy. You have been Commissioner for how long ? 

Mr. Dunuap. Since August 1, 1951. 

Senater McCarruy. And what was your job before that ? 

Mr. Duntap. Before that I was internal revenue agent in charge 
for the State of Texas. 

Senator McCarriy. You have been in the department for how 
long now ¢ 

Mr. Dunuarp. Eighteen and a half vears, sir. 

Senator McCartuy. We were discussing the question of putting 
more power into the Secretary of the Treasury. Can you tell me just 
the extent of the interference, if any, by the Treasury Department 
there is now in the Commissioner’s work ? 

Mr. Dunuar. There has been no interference. 
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Senator McCarruy. Well, have they ever recommended to your 
deportment who should be prosecuted, who should not be prosecuted, 
whose returns should be examined, or did they ever advise you to 
lay off of any returns? 

‘Mr. Dunxar. I know of no single instance like that. 

Senator McCarruy. What is Mr. Foley’s job in the Treasury De- 
partment ¢ 

Mr. Dun ar. He is Under Secretary of the Treasury. 

Senator McCarruy. Would you say that Mr. Foley has never at 
any — advised your department to either examine someone's return, 
or to lay off someone’s return, to prosecute someone, or to lay off 
ett ion of someone / 

Mr. Dunuap. I have never heard of such an instance, sir. 

Senator McCarruy. How long have you been in the Washington 
office / 

Mr. Duntar. Only since last August 1, in the Washington office. 

Senator McCarruy. Will you do this, then, Mr. Dunlap: Will you 
go back to your office and inquire of all your people there as to what 
the general knowledge is that Mr. Foley does so interfere, and I would 
preter that you give us the evidence under oath, rather than in 
written form— 

The Cuarrman. The evidence of this witness was not taken under 
oath today. 

Senator McCarruy. Wasn't this taken under oath ¢ 

The Cuamman. No, sir. This is a legislative hearing. It is not 
an investigation. So we have not subjected anyone to oath. It is just 
a matter of opinions and views. 

Senator McCarrnuy. Mr. Chairman, I think when we are asking 
individuals as to facts, and we are doing that here, I believe it is a 
great mistake not to have a witness under oath. I have appeared 
before committees myself, and I have always requested that I be put 
under oath. I have taken the position that anyone who has something 
worth while to give a committee or to give the country should be put 
under oath. I think that is especially true in going into this matter 
because the question of reorganization grows out of the tremendous 
graft, corruption, and influence that has come to light since the King 
committee, Senator Williams’ committee, and other committees have 
been working on the subject. 

If Mr. Dunk: ap has any objection, of course, that is one thing, but I 
would like to have Mr. Dunlap put under oath to answer that particular 
question, that is, the extent to which Mr. Foley, the Assistant Secretary 
of the Treasury 

Mr. Duntar. The Under Secretary. 

Senator McCarrnuy. Rather, the Under Secretary, the extent to 
which he has been advising your department on the question of whose 
taxes should be examined, which cases you should lay off on, and 
exactly what prosecution should be held up; in other words, where you 
should not prosecute. 

I know that you can go back to your office and you can find out as to 
whether or not it is general knowledge in your office that he has or has 
not been doing that, and I would like very much to have Mr. Dunlap 
brought back “and tell us, under oath, what the situation is, if the 
Chair has no objection. 
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I wish the Chair would take that under consideration. I am not 
asking him to decide it now, and if there is any doubt in the chairman’s 
mind, I wish you would then have the committee vote upon it. 

The Cuatrman. That would seem—— 

Mr. Duntap. That would seem to me to come under the province of 
the committee investigating the Bureau. 

The Caarrman. Let the chairman make this statement. It is not 
the practice at all in legislative committees, where we are considering 
legislation, and the reorganization plan is legislation. It is a speci: il 
procedure prescribed by the Reorganization Act, and therefore it is 
legislation, and I do not know of any instance—I do not mean to say 
that none has occurred—where in hearings upon a legislative proposal 
the witnesses have been subjected to oath. 

Now, the question is raised here, at the conclusion of the testimony 
of this witness, as to his not having been under oath. We have not 
required any witness to appear here under oath. 

As to the one question the Senator asked, which he says he would 
like to have answered under oath, that is a matter that will address 
itself to the full committee in executive session. 

I may ask at this time whether the Commissioner has any objection 
to answering the one question under oath. 

Mr. Dun ar. I have no objection, sir. 

The Cramman. You have no objection 4 


Mr. Dunuar. | have no objection to answering any question this 


committee may propound, under oath. 
The Crairman. I want to treat all of the witnesses with due defer- 
ence, and with the same courtesy, and give them all the same oppor- 


tunity to express their views. That is why I invited you, subject to 
your desires, to come back today. I felt perh: ips there have been some 
develo ypments concerning whic h you would like to testify further. 

As to this question that is raised, the Chair will take it up in an 


executive session of the committee and determine what is to be 


done 
about it. 


In the meantime, however, I think maybe the answer responsive to 
the que stion is pertinent, and the committee should have the informa 
tion. Therefore, I would urge you to make preparation to answer it, 
whether under oath or not under oath. 

Mr. Dunnar. Thank you, sir. 

Senator McCarrny. Mr. Chairman, I would sav that it would 
pear to be proper to put a witness under oath, and I do not 
you on your thought that the situation would be different 
lative hearing rather than in an investigation. 

As I understand the Constitution, no Senate committee has any 
power to investigate, unless that investigation may lead to legislation. 
Also that the Senate committee has no power to investigate solelv for 
the purpose of investigation. 

Taking the King committee for example, investigating the Internal 
Revenue Department, it derives its power from the constitutional pro- 
vision which is to the effect that they may conduct any investig 
with a view te remedial legislation. 

So that to my way of thinking there is no hne that separates an 
investigations committee from a legislative committee. We are all 
committees investigating with a view to passing remedial legislation. 
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The reason I think this question is very important at this time under 
this reorganization plan is that the Secretary of the Treasury would 
have greatly increased power. I think this committee should know 
what effect the power which the Secretary of the Treasury now has, or 
what effect the influence which someone in the Treasury Department 
has upon your department; what effect the use of that influence has, 
where and when and how it may have held up prosecution in certain 
cases; where and when and how that influence by the Secretary of the 
Treasury, which you plan to give him now as a legal right, how it has 
held up collections, and for that reason I wish that you would go back 
and make a careful check, and when you bring back your answers . 
will have a sizable number of questions to ask you along that point, 

I do suggest that you come back fully prepared to answer them. 

Let me say that my request that you be put under oath is no reflection 
upon you at all, sir. 

Mr. Dunvar. I understand. 

Senator McCarruy. This is the first time I have met you and I know 
nothing about your work, and I have heard nothing derogatory about 
it. 

Mr. Dunuar. Thank you, sir. 

Senator McCarruy. So there is not anything uncomplimentary 
about it, and I want to make that clear. 

Now, Mr. Dunlap, will you let me ask you this—— 

Mr. Duntar. May I make one point there, sir ¢ 

Senator McCarrny. Certainly. 

Mr. Dunwar. I don’t remember exactly when you came in, Senator 
McCarthy, but the point was made that all of the functions that were 
previously vested in the Commissioner of Internal Revenue were 
vested in the Secretary by Reorganization Plan 26. 

Senator McCarruy. It apparently has been exercised. 

Now, let me ask you this question. Your purpose, I gather. is to 
streamline your department, with the hope of eliminating the vraft 
and corruption which we have been reading about, No. 1: and No. 2, 
operating more efficiently so as to increase the intake, if we can call 
it that, right? 

Mr. Duntarv. And to give better service to the taxpaying public. 

Senator McCarrny. Yes. Now, let me ask you this: If your de- 
partment is reorganized to the point where you consider it fully 

efficie nt, if there is no graft, and if there is no corruption, and if 

there is no improper influence being exerted, let us say that that 
salon had existed a year ago, or that situation, how much more 
in dollars and cents do you think we would have taken in under the 
present tax laws? 

Mr. Dun ar. I don’t believe, sir, that we would have taken in 
too much more under the tax laws because our intake under the tax 
laws depends upon two things, primarily: The first one, and by far 
the most important, and one which we must never endanger, is th 
voluntary compliance on the part of the American citizens; the see 
ond one is ahe limitation on the number of cases that we can handle. 
One man can handle only so many cases and our intake would be 
more or ar, governed by the number of people that we have in in- 
vest i@at ive ¢ apac ities. 

Se ‘nator McCartiy. As you say, we must depend upon the honesty 

he American people in filing returns. We know that the vast 
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majority are honest, so let us forget about those for the time being, 
and let us take the cases of those who try to avoid paying taxes, file 
improper tax returns, and use influence, and are successful in avoid- 
Ing prosecution. 

if your department is streamlined and efficient enough so that 
you can take care of all those cases, and let's assume that iors was 
no influence there during the past vear, and you had 1 raft and 
no corruption, how much of an increase would that have amounted 
to, In-Your opinion’ I know that you cannot give an exact answer 
on it. 

Mr. Dun iar. Our estimates from our checks and our management 
surveys, and our surveys of the way returns are audited, and the num- 
ber we audit, Senator, would indicate that with an adequate organi- 
zation and with adequate personnel, we could probably have collected 
in the neighborhood of an additional $2 billion. 

Senator McCarruy. $2 billion / 

Mr. Dunnarv. Yes. 

Senator McCarruy. So that regardless whether this plan is the one 
we decide to adopt or not, it would seem very urgent that we have a 
reorganization, an honest streamlined tax department, to give us 32 
billion more a year. 

Mr. Duxwap. Yes. 

Senator McCarriuy. Now, let me ask you this. Q ars at the 
present time that this plan riety have some verv r rn Jol a ae 
gather from the attitude of many of the Senators. 

We do have in this committee a subcommittee on reorganization. 
Assuming that this plan is defeated, would you not think that it would 
be a good idea to submit all of your recommendations, all of the studies 
that have been made, to the subcommittee of this committee on 1 

organization, with the Pee that they draft leg slation, reor 
ganize the department, and give them a very adequate staff to do that / 
Do vou think that might be a good idea, assuming this is defeated 4 

Mr. Dunnap. Assuming that it is defeated, I think, of course, a 
organization plan IS Imperative. 

senator McCartruy. Yes, Hoy many employees ot , 
ment have you fired, that is, the Internal Revenue Di partme 

Mr. Duniap. How many what, sir/ 

Senator Me CAartTuy. a. nian emp] ovees ot t 
Department have been allowed to resien or hred 
Investigations of graft and corruption ¢ 

Mr. Dunuar. Last year, sir, there was approximate 141, 

The Cuatrman. That figure has already bee n pli jail the record. 

Mr. Dunuarv. Yes. We furnished you a detailed brea] aedh of that. 

(See p. 156.) 

Senator McCarry Well, I hate to ra over il st 
do have some other questions that IT would like to ask. 

Of the 141 \ ho wer discharged all ) ved To resti¢ 
suspicion of craft and spate —that was the figure: 

Mr. Dunuar. That is right: improper conduct. 

Senator Me C ARTHY. Improper conduct ? 

Mr. Dunuap. Yes, sir 

Senator McCarruy. Some of them were 
were they not ¢ 
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Senator McCartriy. How did you succeed in re ‘Moving those civil- 
service employees! Did you have them go through a hearing? 

Mr. DunLar. We experienced no difliculty in that. We followed 
the regul: ar civil-service procedure, but we experienced no difficulty. 

Senator McCarriry. In some cases you merely asked them to resign 
and they resigned / 

Mr. Dunuar. Yes, sit 

Senator McCarruy. Now, how many of the 141 have been crim- 
inally prosecuted, or in case they have not been prosecuted, in how 
many cases Is criminal prosecution pending ¢ 

Mr. Dunuar. | believe it is in the breakdown we gave you before, 
Senator, and I do not have the figures here right now. 

Senator McCarriy, Let me hand this to you, because I do not un- 
derstand your bookeeping too well. | Handing document to witness. | 

Mr. Duntar. Senator, I don’t believe that is in here. We will have 
to look that up and furnish it to you for the record. 

The CuarMan. What was the question 4 

Senator McCarruy. The question is how many of the 141 is criminal 
action b ing prosecuted on, or pending. 

Mr. Dunnar. You are asking that we furnish those figures? 

Senator McCarriuy. You don’t know offhand / 

Mr. Dun ar. No, sir: I don't. 

The CHamman. Would you know, or would that come from the 
Department of Justice / 

Mr. Duntare. We would know of such Cases, and how many of such 
cases there were. 

The CHamman. All right. If you can supply that for the record, 
then, we will appreciate it. 

Mr. Duniar. We will be very happy to. 

Senator MeCarruy. The question I have in mind is, How definite 
must your proof be of graft and corruption before you ask a man to 
resign? Is it clear-cut enough so that it would be considered legal 
proof in a criminal action ¢ 

Mr. Duntar. No, sir, reasonable grounds. 

Senator McCarruy. pm other words, 1f you have reasonable grounds 
to believe that he may be dishonest, even though you don’t have proof 
which would stand up in court, you ask him to resign from that 
job? 

Mr. Duntar. We could separate him on the grounds of unsuit- 
ae ves, sir. and we have. 

enator McCarruy. Isee. Iam not try ing to unduly pin) vou down, 

ut, I would like to get the quantum of proof that you require before 

you ask a man to resign. Now, as I understand it, if you think you 

have reasonable grounds to believe that he is dishonest and that he 
Is corrupt— 

Mr. Duntar. We would take it, sir, each case is analyzed upon 
its own merits, but where a preponderance of the evidence would 
indicate that there are reasonable grounds to doubt that he is the 
kind of man you want in the service, you just separate him. 

Senator McCarriry. Well, after you separate him, do you present 
the evidence to the Justice Departme nt ¢ 

Mr. Duntar. Where it is the kind of an offense, sir, that is in 
dictable, an indictable offense. 
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Senator McCartruy. Then does your lega 1 counsel, or anyone in 
your department, follow through to find out whether he has been 
prosecuted ¢ 

Mr. Dcnuar. Yes, sir. We follow through, through the regular 
reference channels. 

Senator McCarruy. So then you do have some place in your office 
where you have the information as to which cases you recommend 
for criminal prosec atoms and what has been done in those cases / 

Mr. Duntar. Yes, sir: we have that record. 

Senator McCarrny. ‘Tt the Chair does not mind I would like very 
much to have that submitted also. 

The CHarrman, That may be submitted. 

(The following information was submitted by Commissioner 
Dunlap: ) 

In response to the question of Senator McCarthy on March 8, 1952 as to how 
many of the individual employees who were separated from the Revenue Service 
for disciplinary reasons have been prosecuted, the following information can be 
given. 


Number referred to the United States attorney 


Of those referred 
Convicted 
Indicted 
Still pending 
Rejected 
No true. bill 
Acquittal 


Total 
In addition, the cases of two employees separated were referred to tl 


attorney by another Department inasmuch as the criminal violatior 
the work of that other Department 


Senator McCarruy. IT think that is all I have, Mr. Chairman. 

The CHarrMan. Senator Mundt ? 

Senator Mit NDT, Mr. Dunlap, | think vou answered ‘ question 
presented to you by senator Humphrey, by saving that there had 
been seven political employees removed. Now, your ehart shows 
Siz. Has there been one since this chart was prepared 4 

Mr. Dr NLAP. | have asked for one other resignation since I 
here last. The chart you have is for the vear 1951. the one tha 
have in your hand, Sil". 

Senator Munpr. And the other one came in 1952? 

Mr. Duntap. Yes,sir. That was a recent act 

Senator Munpr. Do IT understand correctly that of the 141 total, 
7 i of them were political appointees, al cl 134 have heen civil service 
oun ilovees ¢ 

Mr. Dr N LAP. Yes, SIV. The bulk of these have been | ttle run-ot the 
mill office and field employees. 

Senator Munpr. That does not look like very encol racine testi- 
mony, if we are going to get those things corrected by using elvil- 
Ssery ic ee mplove es. 

Mr. Dunnapr. Senator, may I call vour attention to the fact that 
we have had only 64 political appointees and there are seven of them 
that we have had to take action on, whereas these others here come 
from a family of 57,000 people. 
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Senator Munpr. That is true percentagewise, of course, but when 
vou look at the quantity still that is rather disturbing, that 134 civil- 
service employees have had to be removed for dishonesty reasons. 

Mr. Duntap. They were not all dishonesty reasons. 

Senator Munpr. I thought that this was a list of those that were 
let go due to corruption. 

Mr. Dunuap. No, sir. This is a list of those who were removed 
for cause. The irregularities involving improper dealing with tax- 
payers do not necessarily relate to dishonesty. The embezzlement 
column certainly is a dishonesty column, but the irregularities involv 
ing dealings with taxpayers could consist of such things as recommend 
ing, against our regulations, that the taxpayer go to a certain account- 
ant or a certain lawyer in order to get his affairs settled: or the em 

lovee could be making out the returns for people where he has no 
Justification for doing it, for instance, a special agent making out a 
return for a gambler, just helping him make out his return. We do 
not allow special agents to assist in making returns. The “All others’ 

column has to do with‘disciplinary matters such as improper employee 
conduct, for example, getting arrested while driving under the influ 

ence of intoxicants, and things of that kind. That is the total we 
removed for all causes in the Bureau, not just the canon lesty oni 

Senator Munpr. Is this 141 the total of the people who were sepa 
rated from the Bureau for all causes, and that would include just 
ordinary normal inefliciency or failure to show up for work because 
he was indifferent to his job for some inconceivable reason ¢ 

Mr. Dunuap. Everything like that is in this table, yes. sir. 

Senator Munpr. In other words. you have removed 

Mr. Duntap. The “All others.” column includes those type of 
causes such as persistent tardiness, insubordination, inefliciency. It 
isallthere. That is it. 

Now that does not include the normal turn-over. Senator, wher 
people leave us to take better jobs, and things of that kind. 

Senator Munpr. These include all of the cases where they were 
separated at the initiative of your office ? 

Mr. Dunnar. That is right, where they were separated from the 
service for disciplinary reasons, either by requesting their resignation 
or firing them. 

Senator Munopr. Is your statement then o1 page 2O on that relates 
only to the seven instances of political emp loyees, When you say it is 
equally important ft 
tributed so much tot 


hat we eliminate the weakness whi h has con 
these instances of wrongdoing ? 

Mr. Dunnap. It would apply to all types of cases, to any type of 
case W here the people have ho business beng in the Internal le venue 
Bureau. 

Senator Munpr. How is it going to affect the Civil Service ? I can 
see how it would affect the seven c ases bec: ause they ; would be ho longa l 
ap poin ited —- ally. 

Mr. Dr iP. I don’t know that IT understand your question, 

Senator a npT. I don’t see this. Tlow are changes going to take 
care of the other instances, the 134. Now, you say that that takes 
care of all of the weaknesses in our present organization set- up which 
have contributed so much to these instances of wrongdoing. 

Mr. Dunuap. By giving a closer scrutiny and a tighter organiza- 
tion of control which we do not have now under our present set-up. 
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Senator McCarruy. Before I leave, Mr. Chairman, may I ask Mr. 
Dunlap if in getting that information which I have requested, will 
you discuss the matter with Mr. Foley, and ask him how often he has 
advised your department on those matters that have been suggested ¢ 
Then I may want to ask the Chair to call Mr. Fole Vv as a witness. 

The Cuatrrman. | hope the Senator will decide about that today 
because we are operating against a dead line here, and I do hope to 
conclude this hearing tomorrow. Furthermore, I hope to have the 
committee vote on the resolution now before the committee. I am 
hot trving to rush the committee. I know that we are operating 
against a dead line, but it will take a little time to prepare reports. 
and also I feel as though this matter should have the benetit of a vote 
before we undertake to discuss it on the floor. 

msenator Me Se Co ld | ask the hair this: ld J 
‘hair to call Mr. Foley down in executive session 4 lave some ques- 
tions toask him which would be unfair to him if the information which 
I have is incorrect 


The ( HAIRMAN, ] Mav say, Senator, that we have a meeting of the 


Subcommittee on Reorganization set for this afternoon’ at 2? o'clock. 
I feel as though j s| ould not Interrupt that because I] have It served 
today for that matter, and tomorrow morning for this hearing. There- 
fore. 1f the Senator insists that it is necessary that he be called, l would 
like to call him in the morning. 

Senator McCarruy. I would much prefer that it be in executive 
session, because of the implications that may arise. 

The CHairmMan. Well, there is no reason why it should not be in 
executive session, SO Tar as | ras However, | should like to finish 
this up before you call Mr. Foley, if we can, : inish with Mr. 
Dunlap tomorrow. 

Senator McCarruy. LT certainly thank the Chair very rauch. 

The CHAirnMAN. The secretary will get in touch with Mr. Foley and 
notify him. 

Senator Munpr. | would like to have tl is off there ral, if | may. 

( Discussion oll the recora, } 

Senator Munpr. On the record. 

The CHamman. You can appreciate the Chair's position, and I am 
sure that the full committee would wish to conclude these hearn Ys 
as early ws possible. 1 called this meeting today for the convemence 
of the Commissioner primarily in order to give him an opportunity 
to go over some things which have been developed since he previously 
testified. 

Mr. Dontar. Yes, sir, and [ am most appreciative of 

The CHarrMan. You may proceed, Senator Mundt. 

Senator Munpr. When vou catch some employee of the Internal 
Revenue Department engaging in a dishonest practice, is it easier to 
remove him if he is a civil-service employee, or is it easier to remove 
him if he is not a civil-service employee ¢ 

Mr. Duntar. There is no difficulty whatsoever, where there is dis- 
honesty, he is let go like that | indicating]. 

Senator Munor. I thought that you had to go through a certain 
procedure in the case of civ il-service employees. 

Mr. Dunnar. Yes, of course—— 

Senator Munpr. That he has got to engage in something upon 
which you have definite proof, and things of that kind. 
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Mr. Duntarv. We have to conduct the investigation, but we would 
conduct it in any event, whether he was civil service or otherwise, to 
determine the basis for believing that the man was dishonest. We 
would first get the facts by an investigation before we would take 
action of any kind on an employee. 

Senator Munpr. It is your testimony, in your opinion it is just as 
easy and expeditious to remove a civil-service employee as one who 
is not ? 

Mr. Duntar. Since the latest amendments to the Civil Service Act, 
ves, sir, I think it is. We have experienced no difficulties in that 
respect. 

Senator Munpr. I am certainly glad to know that. I did not know 
that was true. In years past I have had Government officials at 
an administrative level complain of the difficulty in removing people 
from civil-service positions. 

Mr. Duniar. Well, the Congress has corrected that lately in deal- 
ing with such matters. 

Senator Munpr. Is that same thing true if they are veterans or not ? 

Mr. Dunuar. If they are veterans they can be removed. ‘The only 
difference between a veteran and a nonveteran is this, after they are re- 
moved a veteran can appeal on all the facts in the case to the Civil 
Service Commission, but there is a removal. 

Senator Munpr. On page 350 of Senator George’s testimony, and 
I will read it to you, because you might not have it before you: 

“Now, point 6 disturbs mea great deal, where he says thi it it was his 
interpretation of the plan that the functions of auditing and collecting 
would be consolidated under one individual.” 

To me that suggests bad accounting practice any place, and if that 
means what I take it to mean, it certainly would ‘ bad accounting 
practice, 

Mr. Duntap. It is consolidated under one officer, but not under one 
individual. 

When vou get down to the final analysis now, it is in the hands of one 
individual. 

Senator Munpr. Well, you nn to your administration ? 

Mr. Duntap. That is right, si 

Senator Munpr. But different ‘people make the two examinations, 
do they not ¢ 

Mr. Duntap. The Collector of Internal Revenue now examines 
all returns, other than income tax returns, and examines income tax 
returns up to the income level of 850.000 for a business, or $8,000 for 
individuals. 

That examining is done by the collectors now, and that is 80 percent 
of all the returns we have. 

Senator Munpr. What do you suppose Senator George was talking 
about, then? He has been around here for a long, long time. He has 
an important function. I don’t think that he would endeavor to 
mislead us. 

Mr. Dunuap. I think he had reference to the offices of the internal 
revenue agent-in charge which do nothing but examine the larger 
type of income-tax return. They are separate from the collectors of 
internal revenue, but in those cases, as it now exists, and in that same 
case as it now exists in the collector’s office, the right of appeal is to 
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an entirely separate organization, which is really, in my opinion, the 
important thing. 

Where the case is finally settled, it is settled on an appellate level 
above the field, above those who do the field examination. Both now 
and in the plan. 

Basically there is no change there. 

Senator Munpr. You see, this committee is placed in a rather diffi- 
cult position, because we have not specialized in tax naa ation. We 
have never conducted any investigation into internal revenue fune- 
tions. We have great reliance on the testimony of the chairman of the 
Senate Finance Committee, and the ranking member of the Finance 
Committee, and when they introduce a resolution of disapproval, and 
it is sort of a bronze light for members of this committee who do not 
have that background of information. 

Mr. Dunuapr. I realize that, sir, and that is the reason why I am so 
appreciative of the added opportunity that your chairman has given 
me to come down and explain some of these things before you. 

1 would like to also state that we have never had an opportunity 
to explain this plan to the members of the Finance Committee. 

Senator Munopr. That was my next question, sir. and vou have 
anticipated me, whether you ever had, formally or informally, pre- 
sented this plan. 

Mr. DUNLAP. We sugees sted that we woul | be hi: ippy to do it. but 
we never received an invitation to explain the plan to the Finance 
Committee. 

Senator Mt NDT. Neither in a formal nor informal] conierence 4 

Mr. Duntap. That is right. Neither in a formal nor informal 
pearance, We have offered to clo sO both Ways, \ 
no invitation on either basis. 

Senator Munpr. Well, it surely would be 
could work it out with that conminittee. 

Mr. Dunuar. I felt that it would be very helpful. 

Senator Munpr. ‘To the point where they would 
stead of against i. 

Mr. Dun ar. I felt that it would be very helpful 
around if we were accorded that privilege, but we never were. 

Senator Munpr. I think that is all the questions I have. 

The CuarrMan. Senator Schoeppel 

Senator Scuorrrer. Mr. Dunlap, L first want to associate myself 
very closely with the position of and as being in accord with many 
of the questions that the chairman of this committee has asked, and 
also with the questions asked b \ Senator Mundt he re. 

Now, going back to this question of your offering to con sult with 
the Finance Committee, you did say, if I remember your testimony 
correctly, that you had been working on this plan for quite a while, 
and that you assisted in this present plan. 

Mr. Duntarv. That is right. 

Senator Scnorrren. Did you or did any member of the higher 
echelon in your department submit this matter to the chairman of 
the Finance Committee, in any way, shape, fashion or form, just 
in an informal way ¢ 

Mr. Duntap. No, -: ae are in a rather embarrassing position 
doing things like that. . because we could be anecused of lobbying, 
and we have leaned over i inaieea to keep from doing that. All 


ap- 


ve received 
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we have been able to do is to hold open the offer that T would explain 
the plan to any committee of Congress, or any individual Senator 
or Congressman, who would ask me to do so. 

Senator ScuorrreLt. The reason I asked you that question is most 
compelling, and to me at least it is a stop light that is flipped on 
when a man who has been in the Congress of the United States as 
long as, and who is as able a man as Senator George is, when Senator 
George and Senator Millikin come in here and file resolutions in 
writing against a reorganization plan of less than 400 words that 
deals with eighty-some million taxpayers of this country, I am loath 
to move out on it ina period of 60 days. 

I have made that explanation only as a member of the committee 
hel » and I feel a great responsibility in being a member of this com- 
mittee, and in seeing that what we do here will be right. 

The Cuaimman. Will you vield at that point, Senator / 

Mir. Scoorrren. I will be delighted to. 

The CruatrMan. There was a qu lestion raised here a while ago about 
the reorganization of the Department of Agriculture. I think the 
matter should be clarified for the record since it Was mentioned. You 
will reeall that a reorganization plan similar to this for the Depart- 
ment of Agriculture was reported out, or was meaner up inthe Senate 

1950, It gave blanket power to the Secretary of Agriculture to re- 
organize the Department. I don’t recall tos the committee voted, 
but I do know that the reorganization plan was rejected by a voice 
vote in the Senate. Now we have before us a bill to reorganize the 
Department of Agriculture that we have had before this committee 

about a year and we are still unable to agree upon it. 

Frankly, in many of these instances, although this committee may 
have original jur isdiction, I feel that m: uny of these matters should : 
studied by the legislative committees having jurisdiction of the depart 
ment to be reorganized. I do not know how many statutes this reor- 
vanization affects. I was going to ask you, Mr. Commissioner, if when 
you come back you will have for us the information concerning the 
number of instances in weg statutes and in the Internal Revenue 
Code where the collector or de puty collector are mentioned. In how 
many instances are they ae ally referred to. We are abolishing 
the collectors, and I think we should know now, aside from the six 
sections definitely mentioned, in how many other instances we find in 
the statutes spec ifie references to collectors and dleputy collectors. I 
think those statutes are affected by this plan in some way, and in some 
Ways maybe vitally. 

Can you give us that information, and will you do so, sir / 

Mr. Dunuar. How quickly do you want it, sir / 

The CHarrMan,. Sir? 

Mr. Dunuar. How quickly? 

The Cuamman. As quickly as you can. I do not want to ask 
the impossible. 

Mr. Dunuap. My assistant says that we have that information, so 
that we can have it for you. (See p. 284.) 

The CHairman. At this point I might say that in my opimion 
there was no purpose on the part of the chairman, or on the part of 
any member of this committee, to evade any responsibility we have. 
I am going to meet mine by casting my vote, of course, and every 
one else will. However we are dealing here with the most vital 
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and the most indispensable agency of the Government. All other 
functions of the Government “depend upon the ability of this De- 
partment to function efficiently and to bring in the revenue. W e n 
we are dealing with such a vital matter and with the technical : 
pects of the revenue laws and what they are, I am reluctant to ines 
into it. 

Senator Munpr. On that point will the Senator yield for a ques 
tion in that connection ? 

Senator Scuorprer. Certainly. 

Senator Munpr. Senator George reported to the committee, and 
he said: 
The plan, insofar as it relates to top management organization of the Bureau, 


is not in accord with fandarneoti tl recommendations contained in the Hoover 
report, 


Now. that is rather frightening, beeause that also touches on this 
thing. Tell us specifically and briefly how it deviates from the Hoover 
reports. 

Mr. Dt NLAP. I believe the Hoover Commission report said instead 
of being a Commissioner of Internal Revenue, that the head of the 
internal revenue service should be an Assistant Secretary of the Trea 
ury. I think that is the main difference. We are saying that he shall 
remain Commissioner of Internal Revenue. 

Senator Munpr. Wasn't there something said about counsel / 

Mr. Dunuap. I don't believe that that isa part of the Hoover Com 
miussion report, Mr. Chairman. 

The Cuarrman. My recollection is that it is. 

Mr. Duniap. No, sir; our present Chief and General Counsel is set 


up in accordance with the Hoover Commission report having to do 
with such matters, and I do not believe that there is such a contention 
in the Hoover ee report, 

Senator Munpr. Well, is true, is it not. that this reorg: IZat1O 
plan which vou propose, concentrates sur h colossal sebtinets | in th 
Secretary of the Treasury that its success de per ls entirely upon hav 
ing a good and competent Secretary of the Treasury? TI am not 
arguing about any personalities involved at all, but down through 
the corridor of time you get good ones, average ones, and poor ores 

Would you agree that in the case of a poor Secretary of the Trea 
ury, and in the case of vesting such powers in him, that that might 


make a shambles of our whole tax-collecting group / 

Mr. Duxtap. The Congress did that in Reorganization Plan No. 26. 
it vested every function of the internal revenue under the Secretary 
of the Treasury. We have been operating that way for a vear and a 
half. 

Senator Munpr. It would be up to the Senate to confirm a great 
many of these people, and it would take the Senate out of the picture. 

Mr. Dun ap. There are a total of 69 people now, I believe, in the 
internal revenue service that the Senate now confirms. 

Senator Nrxon. As I understand your point, then, by Reorganiza 
tion Plan No. 26 the Secretary of the Treasury was given that power. 
Do I understand then that you would say that the responsibility for 
the inefficiency and « orruption that exist at the present time rests upon 
the Secretary of the Treasury: is that correct ? 

Mr. Dunuap. No, sir: I did not so state. 
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Senator Nixon. Then let me ask you, do you think that inefficiency 
and corruption does exist at the prese nt time ? 

Mr. DuNntar. At the Breed time ? 

Senator Nixon. Yes, si 

Mr. Duntapr. I think , has existed in the past. I would not say 
that there is much of it eXisting at the present time ; no, sir. 

Senator Nixon. Who was responsible 4 

Mr. Dun ap. 1 would say that it was a question of the responsi- 
bility of the supervisory officers, mainly within the Bureau itself, to 
have prevented such an occurrence. 

Senator Nixon. Who were the super\ IsOry officers under 4 

Mr. Dunvar. I beg your pardon é 

Senator Nrxon. Who were they responsible to? 

Mr. Dt NLAP., They were, ot COUPSe, responsible to the Sec retary of 
the Treasury. 

Senator Nixon. There is no re sponsibility on his part, then ? 

Mr. Duntar. I did not say that, sir. What I am saying is that you 
cannot say, I don’t believe, in any fair sense of the word, that ail of 
the things that have happened in the Bureau can be laid to any failure 
on the part of the Secretary of the Treasury. 

My expe rie nce with him is that he has been most diligent, and in 
some of the hnstances revei aled, he could hot possibly have known 
about them without an investigative—without an exhaustive investi- 
gation or investigations such as we have been conducting during the 
past year. 

He has cooperated 100 percent, and has spent every waking moment, 
to my knowledge, to correcting those situations. 

Senator Nixon. Since that is the case, then, why change the respon- 
sibility from — Secretary of the Treasury to you ? 

Mr. DuNL I don’t know of any proposal to change that respon- 
sibility. 

Senator Nixon. I am referring not to all responsibilities, but T am 
referring particularly to the plan, as I understand it, under the plan. 

Mr. Dt NLAP. The plan makes no change in the persent responsibili- 
ties. 

Senator Nixon. Well, I mean the controls that are volng to be exer- 
cised through the Commissioner of Internal Revenue under the plan, 
at least generally. 

Mr. Dunuap. They are delegated to him by the Secretary of the 
Treasury. The only authority that the Commissioner of Internal 
Revenue has at the present time, after the adoption of Reorganization 
Plan No, 26, is delegated to him by the Secretary of the Treasury. He 
can retract or issue “further de leg: ations at any time. 

Senator Nixon. Then you think that would improve the situation ? 

Mr. Dunuap. Sir? 

Senator Nixon. Do you say that that would improve the situation ? 

Mr. Duniap. Iam sayin ¢ that is the w ay it is now. 

Senator Nixon. I am speaking now of the plan we have before us. 

Mr. Duntar. This plan that we have now before us does not change 
that authority or that responsibility. 

Senator Nixon. So it does not get at the basic problem of corrup- 
tion, then, at all, does it? 
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Mr. Duntar. I think so, sir, by providing a much tighter and a 
much better supervised organizational structure than we now have. 

Senator Nixon. That is all Thave. I am sorry, Senator. 

Senator Scuorrre.. That is all right. 

The very questions, of course, that have been asked here indicate 
quiekly the concern that many men in responsible positions, both on 
this committee and in the Congress, feel about the next step that we 
are asked to take. I think that Senator George made a most pointed 
and most illuminating statement when he said in substance that it 
rests basically upon the character of the individuals who are desig- 
nated for appointment to this great responsible tax collect ing’ organi- 
Zation. 

I am sure you agree with that. 

Mr. Dunuap. I agree with that 100 percent. 

Senator Scuorrret. | am going to take some disag 
my colleagues on the committee here this morning, or r: 
one of my colleawues. when he wants to place the responsibility, 
as I understood he attemp ited to do so maybe he did not mean it 
that way—upon the Congress of the United States for what is hap- 
pening there, by reason of getting machinery through which he could 
operate. I want to comme nd you, S$! . for the position » vou have taken 
on the part of thousands and tint of these lesser ellp Wovees adowlt 
the line in the department who are thoroughly honest and efhic ient 
and conscientious, and if my information is correct, 1 don’t know how 
many hundreds of those individuals down in the lower echelon mani- 
fested tremendously 1000 percent more concern about keeping 
department on an honest and even keel than was manife 
part of several in the high echelon positions in your depar 

l am not refe rring to you. I do have information | indie: ating 
men in the de partment who served in the capac ity of che king 1 income 
tax returns and who have wrestled with some of these internal reve- 
nue collectors, have made recommendations that certain thines ought 
to have been done but were pigeonholed, and that were burt 
are the individuals who had the forthrig rhitness and t | 


” despite the f fact that thev were }eO]} yard 

ions. as some of them were. They have Reins over! 
thi ho. I still Say that if there were more ntegi tv, a 

rightne ss in the men ap poin ted to these posit ONS, they 
disgres essed. When attention was directed to the h o 
long delays ensued and attempts to whitewash them, and this has 
caused a breakdown in confidence of the American taxpavers in the 
tax collecting system, and, Mr. Dunlap, I hope that whatever comes 
out of this thing, I would prefer not a have it come out stre: 
as you have it, in 3875 om but I would like a de mnareation of 
line of au thority, so we can put our fingers on these men 
responsible for the things th: at have happened. 

Whether it comes by reorganization or not, it cannot, i 
opinion, come out of this plan, because we only have 
believe, have we not ? 

The Cuatmman. Ten days. 

Senator Scnorrren. Well, it was 14 days last Friday, and . 
very strongly about the concen ration of this power In one ind livi 
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and the laxity that has been shown to exist on the part of those whose 
business it is to know about these things. I place great weight and 
great responsibility in my actions when men like Senator George and 
Senator Millikin come up here and take the position they do, experis 
as they are in this thing, and frankly, I am confused as to what I 
should do. In this case I believe a spoonful of caution would be wise. 

Mr. Duntap. Well, we hope, and we are confident, that the organiza- 
tion proposed under the plan, Senator, will do just exactly what you 
say. That is one of the strongest points in it. It places the pinpointed 
responsibility right where it belongs, at each operating level, so that 
there can be no avoidance of that responsibility, and then it sets up 
the machinery for the Commissioner’s own use to go out and see that 
that responsibility is exercised and exercised properly. 

That, I think, isthe strongest point in this plan. 

Senator Munpr. Will the Senator yield ? 

Senator Scnorrrent. Yes, sir. 

Senator Munpr. Does the legislation under which you are now 
ope ‘rating go into such ridiculous detail that the Secretary of the 
Treasury and you are now precluded from pinpointing responsibility 
under the Reorganization Act ? 

Mr. Duntap. In the respect that we cannot get around the statutory 
collector of internal revenue, he is a little island block sitting by 
himself, and blocking all of this field organization which we hope to 
effect. 

Senator Munpr. You are talking about the 67 political appointees? 

Mr. Duntar. Yes, sir: the collectors of internal revenue. 

Senator Munpr. And you cannot, under your present legislative 
plan, or rather, under your present legislative mandates, you cannot 
do anything to audit and inspect and check those fellows? 

Mr. Dunuar. Yes, certainly, sir. 

Senator Munpr. And hold somebody responsible for riding herd on 
them ? 

Mr. Duniar. We are doing that, sir. We are doing it as hard as we 
know how, with every resource at our command, we are checking those 
eople. 

But the point T made there, sir, was that under the reorganization, 
which we feel is necessary to strenethen the entire svstem. you cannot 
get around these little statutory islands provided by the appointive 
collectors, 

Senator Scnorrre,. May Task you a couple more questions concern 
ing this one with reference to what you just mentioned: 

Have you made any recommendations to the Finance Committees 
of either the Honse or the Senate, the House Ways and Means Com- 
mittee, or the Finance Committee of the Senate with reference to 
these recommendations’. IT know full well that you just assumed this 
responsibility last August, I believe, but do you know whether that 
has ever been done? 

Mr. Duntap. I recommend to them the adoption of this plan. 

Senator ScHorrre.. I mean before this, about these “little islands” 
that you mentioned. 

Mr. Dunuar. Senator, T have always recommended the abolition of 
appointive collectors of internal revenue, even when T was a collector 
I recommended it. 
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Senator ScuorrreL. Well, I have some pretty strong feelings on 
that subject, too. ; 

Mr. DuNLAP. [ was a collector for 3 vears, and I know what you 
are faced with, but even then I strongly urged that those offices be 
abolished. 

Senator ScHoerre.. Now, Mr. Dunlap, one other thing here: We 
are putting more people upon the taxpaying basis in the country 
than ever before, and L think that is all right, because when they know 
they are going to pay taxes they will look at who is administering 
them and how they are being spent, and I think that is the most whole- 
some thing for the country. If we are going to have such high tax 
brackets and all of the terrific expense, we must provide for that 
terrific expense, and I have had a number of the mein in your depart- 
ment come in and consult with me and say this to me. which leads 
me to make a suggestion here: 

They say when they go out and call on a taxpayer, under the mes 
that is developing, in order tO show a vood record they have to nal 
something, some Way, sol} iehow against the little taxpavers, but ne 
bio ones can take care of themselves, aa 

If that is true, and I am sure it must be. because T have had men 
come to me about it. and I know other Senators have. then why 
shouldn't there be some machinery, other than forcing a taxpaver to 
L0 into court to protect his imterest ? Shouldn't there he . 


hl 


some ma- 
chinery in the oflic e to he ‘Ip the t: iXpavers ag inst such situations? 


Mr. Dunuar. I was asking Dr. Atkeson if he had a letter which J 
recently wrote, Which required each of o ur elip l< vees TO read, and 


sign for, to be certain that they read it. Ty a | like also to eall your 
ttention tothe instru tions T have oven toall collectors and internal- 
revenue agents in charge. Briefly, those instructions were this: 

You are representatives of the people. You work for the people. 
You owe just as much of a duty to the citizens of this e untry as you 
do to the internal-revenue service. oar job is to determine fairly 
the amount of taxes owed to this ee We do not want ¢ ne 
clime more, nor one clime le SS, and you must be yuSt as quick when you 
determine that a man has overpaid his taxes to recommend a refund 
therefor, as you are to recommend an additional assessment when you 
tind he has underpaid. 

Further, it shall be your duty to be certain that the taxpayer can 
come to you for advice and that you will at all times give him the kind 
of advice that he is e titled to which vou as a citizen would expect to 
receive, and that you shall spell out for him all of his rights as a tax- 
payer, all of his routes of appeal, and that you shall look after his in- 
terest just as well as the Government’s, so that we have an honest 
assessment of taxes. 

We want not one dime more than a man owes, and we want not one 
dime less, and T want the arrogance taken out of all of your dealings 
with the public. 

Senator Scuorrre.. I think that is most commendable, and ob- 
viously I immediately turn next to this conclusion, that you must 
have felt some great concern about what had been transpiring down 
the line for years back that prompted you to do that, and I comme nd 
you, sir. 
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Mr. Dunnar. Yes, sir; I did it first at home, and am now spreading 
it on a Nation-wide basis. 

The Carman. Just one moment, please. If we cannot conclude 
this morning—do you have some other questions, Senator Nixon / 

Senator Nrxon. I have a couple. 

Senator Scnorrren. I still have many questions to ask. 

The CnarrmMan. Well, I don’t — whether we can conclude, and 
it seems necessary that you come back tomorrow, Commissioner. We 
will take a recess until 10 o’clock in the morning, if it is convenient for 
you to return in the morning. 

sen: mar Moopy. I have about three or four questions that I would 
like t to ask, 

Senator Dworsnak. I have several questions, but I didn’t know 
whether you wanted to prolong the hearing. 

The CyatrmMan. Iam willing to go along. I don’t know how long 
it will take, but since the Commissioner will be requested to come back 
tomorrow, in view of the developments here today, I thought that we 
might defer the rest of the examination until tomorrow morning, if 
it is satisfactory with the members of the committee. 

Senator Moopy. The only thing is, Mr. Chairman, that tomorrow 
morning the hearings on the National Production Act start and I have 
two or three very brief questions that I think will take less than 5 
minutes. 

The CuHairman. We are glad to continue, in order to accommodate 
you, Senator: I was just trying to check with the others to find out 
how long their interrogation would take. 

Senator Moopy. This will be very brief. 

The CHatrman. You may proceed. 

Senator Moopy. Mr. Dunlap, I was delayed this morning, and I wish 
I could have heard your whole testimony, but I was delayed by rather 
obvious bad flying weather this morning. 

This plan was presented, was it not, Mr. Dunlap, in accordance with 
the Reorganization Act passed by the Congress’ 

Mr. Dunnap. Yes, sir. 

Senator Moony. It contemplates a reorganization plan of the same 
general approach as other reorganization plans which have been un- 
dertaken for other de ‘partnents of the Government, does it not / 

Mr. Duniar. Yes, sir. 

Senator Moopy, Now, is it your understanding that any legisla- 
tive committee of the Congress, at any time in the last 5 years, for 
example, has undertaken a reorganization of the type proposed here? 
They could have done that if they had chosen to do so? 

Mr. Dunxar. I know of no such proposal. 

Senator Moopy. I say that it has been within the power of our 
Congress to make a reorganization of the Internal Revenue Bureau, 
if it wanted to do so, is that correct ¢ 

Mr. Dunnar. Yes, sir. 

Senator Moopy. But instead of that Congress passed the Reorgani- 
zation Act and placed in the hands of the Executive the responsibility 
of submitting plans for approval or disapproval of the Congress, is 
that right? 

Mr. Dunuap. Yes, sin 
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Senator Moopy. Now, the Bureau of Internal Revenue has been 
under criticism recently, chiefly centering, as I understand it, around 
the political appointments of the collectors of internal revenue, is that 
correct 4 

Mr. Dunnapr. Yes, sir. 

Senator Moopy. And the purpose of this plan is to eliminate 
political appointments and place the collectors under civil sery ice, 1S 
that correct / 

Mr. DuNLapP. That Is one of the purposes 5 yes, sir 

Senator Moony. That is all. 

The CuarrMman. Mr. Commissioner, if it is convenient 
will resume at 10 o'clock tomorrow. 

Mr. Dunuar. That is all right. 

The Cuamman,. Thank you very much, sir 

(Whereupon, at 1 p. m., the committee recessed, to reconvene at 
10 a.m., Tuesday, March 4, 1952.) 
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REORGANIZATION PLAN NO. 1 OF 1952 
(Bureau of Internal Revenue) 


TUESDAY, MARCH 4, 1952 


UNrrep STATES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
57, Senate Office Building, Senator John L. MeClellan (chairman) 
presiding. 

Present: Senators McClellan, Hoey, Humphrey, McCarthy, 
Schoeppel, Dworshak, and Nixon. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk: and Herman C. Loeffler, professional staff 
member 

The CuatrmMan,. The committee will be in order. 

The Chair wishes to announce that as of veste rd: LV, when Senate 
Resolution 280 was adopted by the Senate, the name of this com- 
mittee is now changed from “Committee on Expenditures in the 
Executive Enomaataanmta! to “Committee on Government Operations.’ 

I shall ask the reporter to p ‘lace the resolution in the record. 

(S. Res. 280 is as follows:) 


Res. 280 8°d Cong 2] S 


RESOLUTION 


Resolved, That parag vo (1) (g) and (4) of rule XXV of the Standing 
Rules of the Senate are each amended by striking out “Committee on Expendi- 
tures in the Executive Duatenente? and inserting in lieu thereof 
on Government Operations”. 


“Committee 


The Cuamman. We will resume hearings on Reorganization Plan 
No. 1 of 1952, and we will ask the Commissioner, Mr. Dunlap, to 
resume the stand. 

I believe that Senator Dworshak was in the process of questioning 
him. 

Senator Dworsuak. I was the one who was going to question him, 
but did you have some other procedure that you wanted to follow? If 
you have something else, I can wait. 

The Caairman. No, I just wanted to start right where we left off 
yesterday. 

Yesterday, I believe you said you had information available as to 
the number of instances in which statutes specifically refer to collectors 
of internal revenue, and deputy collectors of internal revenue. The 
Chair requested this information, Do you have that information 
for us, Mr. Commissioner, this morning? 


94648 OL —1%9 
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Mr. Dunxar. Nosir, it is not completed yet, sir, not quite completed. 
We have had to resurvey the statutes, of course, but it will be ready 
during the day and it will be submitted for the record. 

The CHatrMan. It will be submitted for the record / 

Mr. Dunuap. Yes, sir. 

The Crarrman. I should like to have it before we conclude the 
hearings, and I do hope that we can conclude the hearings today. | 
do not know how many there will be, but there might be some other 
questions. I know that you will supply it as soon as it is available. 

Mr. Duntar. Yes. Before presenting it we wanted to go back and 
recheck the code and be absolutely certain that we had not overlooked 
any of the provisions. 

(The information subsequently furnished by Commissioner Dunlap 
is as follows:) 


UNITED STATES TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington, D. C., March 5, 1952. 
Hon. Joun L. McCLetian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: In the course of the hearings before your committee 
on March 38, 1952, you asked that there be supplied for the record the number of 
instances in the present Internal Revenue Code where “collector” or “deputy 
collector” is specifically referred to. 

A study of the Internal Revenue Code reveals that there are 336 sections, or 
subdivisions thereof, which use the term “collector” or “deputy collector.” In 
connection with this figure, however, the following information is also pertinent. 
The functions provided by a number of these sections are not actually exercised 
by collectors or deputy collectors, since the authority has been delegated, pur- 
suant to law, to other officials. Thus, the functions provided in 61 of such sec- 
tions, or subdivisions thereof, are actually performed by aleohol-tax officials 
under appropriate delegations and regulations prescribed under the authority of 
the Secretary. Moreover, in nine sections the same authority, powers, or duties 
are also conferred upon other officials or other persons; so that the reference to 
the collector or deputy collector is not exclusive. Also, a number of these statu- 
tory provisions are merely cross references which do not actually confer any 
power on the office of collector or deputy collector. 

As I indicated in my testimony on March 3, 1952, the Reorganization Act of 
1949 contains a saving clause (sec. 9) expressly transferring the statutory rights 
and duties involved in the above sections of the code to the officials to whom the 
functions are delegated under a reorganization plan. Collectors and deputy 
collectors perform their functions today by reason of a delegation of authority 
from the Secretary of the Treasury pursuant to Reorganization Plan No. 26 of 
1950 

Very truly yours, 
JoHN B. DuNLAP, Commissioner. 


The Cuarrman. All right, thank you very much, Mr. Commis- 
sioner. Now, I believe Senator Dworshak had some questions. 


FURTHER STATEMENT OF JOHN B. DUNLAP, COMISSIONER OF 
INTERNAL REVENUE; ACCOMPANIED BY JUSTIN F. WINKLE, 
ASSISTANT COMMISSIONER ; THOMAS C. ATKESON, ASSISTANT TO 
THE COMMISSIONER AND HEAD OF THE MANAGEMENT STAFF; 
AND NORMAN A. SUGARMAN, ASSISTANT HEAD OF THE MANAGE- 
MENT STAFF 


Senator Dworsuak. Mr. Dunlap, yesterday vou referred several 
times to the fact that representatives of the Citizens Committee for 
the Hoover Report had testified before this committee in favor of this 
reorganization plan, is that true / 
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Mr. Dunuarv. I don’t believe I made that statement, sir. 

Senator Dworsuak. I thought you had referred to the fact that 
they had. 

Mr. Dun tap. No, sir. I was talking about the House Expendi- 
tures Committee. I don’t know whether they appeared before this 
one or not. 

Senator Dworsuak, At any rate, on page 16 of your statement— 
well, that is all right. I don't question it, but I was simply going 
to ask when that Commission submitted its report, do you recall 

Mr. Dunuar. I beg your pardon. I did so state that Mr. Flem- 
ming, a former member, appeared before this committee on Febru- 
ary 15. 

Senator DworsHak. Isee. | think you referred to Mr. McCormick, 
too, did you not’ Never mind, it is not a question at issue. I was 
just trying to refresh your mind on that. You can find that on 
page 16, 

Mr. Dr NLAP, Yes, sir! Robert L.. 1. MeCormick appeared before the 
House, and Mr. Flemming before this committee. 

Senator Dworsnak. Do you 7 all when the Hoover Commission 
filed its report? Wasn't it in February or March, 3 vears ago‘ 

Mr. Dunuap. March of 1949; ves, sir. 

Senator Dworsnak. 1949 4 

Mr. Duntapv. Yes, sir. 

Senator DworsnuaAk. | also wanted to refer to the management en- 
gineers firm, to which some reference Was made by you or others yes 
terday, during testimony, as having made a study and submitting a 
voluminous report on the framework of the Bureau of Internal Reve- 
nue, and I would like to ask you when that re port Was submitted. 

Mr. Duntar. Well—— 

Senator Dworsnak. The date was Angust 15, 1949. 

Mr. Duntar. It was submitted in two installments, one was Janu- 
ary of 1949, and the second one was in August of 1949. 

Senator Dworsiiak. That was more than 3 years ago: is that cor 
rect f 

Mr. Dunuap. Yes, sir 

Senator Dworsnak. I notice that in the letter submitting the report 
there was this paragraph: 

It should be emphasized that it is our objective throughout this study to con- 
ceive a program which will strengthen the operation of the Bureau with a 
minimum of disturbance in its present structure, and without inconvenience to 
the public. We have not proposed radical innovations, nor do we believe that 
radical action is needed. We consider the program offered to be 


a practical 
plan which can be used as the basis for immediate action 


Now, Mr. Dunlap, I am just wondering, although I realize you 
have been Commissioner for less than a year, whether any of the 
specific recommendations made by the Hoover Commission and by 
these management engineers have been adopted during that 3-year 
interval preceding the filing and submission of Reorganization Plan 
No. 1 by the President ? 

Mr. Duntar. Yes, sir. The report from the firm of management 
engineers was first carefully eehaul by the Bureau’s m: anagement 
staff. and the Management C ommittee, and then the Bureau. step by 
step. proceeded to put into effect various changes and improvements 
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recommended by that committee, until we have now reached the 
point where we can go no further without the plan. 

Senator Dworsuak. Were any of the specific recommendations 
made by the Hoover Commission adopted by the Bureau ? 

Mr. Duntar. Those suggestions by the Hoover Commission, Sena- 
tor, required legislation. 

Senator Dworsnak. All of them? 

Mr. Duntar. That is our opinion; yes, sir. 

Senator Dworsuak. But you did adopt quite, promptly some of the 
recommendations made by the management engineers / 

Mr. Dunnap. Yes, and have put them into effect, and they have 
worked exceedingly well. 

Senator Dworsnax. Do you think it is still necessary to get some 
reorganization plan or legislation from the Congress in order to carry 
out some of the other recommendations? 

Mr. Duntar. We do: yes, sir. 

Senator Dworsnak. You feel that way ? 

Mr. Duntar. We do; yes, sir. 

Senator Dworsuak. You would reiterate, though, that you did put 
into operation some of the management engineers’ recommendations. 

Mr. Duntwap. Yes. 

Senator Dworsnak. The sang I am trying to make is this, it is 
quite difficult, because unless we are more specific, and I presume that 
you can say that vou did adopt some of the recommendations, which 
you obviously did, but whether or not during that 3-year interval 
progress was made in the reorganization of the Bureau of Internal 
Revenue, or whether now after more than 3 years you are coming in, 
or the President is submitting this reorganization plan. The ques- 
tion arises in my mind whether that is done more or less as a subter- 
fuge to allay the resentment which has arisen during the past several 
months because of the revelations of corruption and graft and mal 
administration within the Bureau. I realize that those were not 
~—— able to you, because you have been in the Bureau only a short 
time, but I would like to have you comment briefly on that, as to why 
something was not done earlier in this 3-year interval to put into op- 
eration some of these changes which were deemed so essential by those 
who studied the operations of the Bureau. 

Mr. Duntar. Senator, | have here a 10- or 15-page report on the 
improvements made in the Bureau as result of those studies. 

The first phase of the engineering firm’s report related to procedural 
recommendation. I might say, if you will pardon the slang, that the 
Bureau “went to town” in adopti Ing the changes. 

That report suggested various mechanization programs which would 
simplify our work. It suggested certain decentralizations, a certain 
combination of returns, and many other things which the Bureau has 
first tested and then adopted throughout its system. 

We have adopted every recomme ‘ndation within those re ports which 
contributed to the Bureau’s efficienc y. 

Now, the organizational phase of that report has not been put into 
effect in full because of the simple reason that it calls for a form of 
regionalization such as is outlined in this plan, and which we feel 
could not be put into effect without either the adoption of a reorgani 
zation plan submitted to the Congress, or by legislation adopted by 
the Congress. 
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Senator Dworsuak. Mr. Dunlap, did plan No. 26 of 1950, reor- 
ganizing the Treasury Department, give the Secretary additional an- 
thority to make some of these changes without waiting for nearly 3 
years to get this plan ¢ 

Mr. Dunuar. I think that the changes that were authorized under 
that reorganization plan have been carried just as far as we can carry 
them, Senator, without the permission granted in the President’s Re- 
organization Plan No. 1. 

Senator DworsHak. What steps did the Secretary take at that time 
to implement some of the recommendations contained in plan No. 26 
of 19504 

Mr. Duntar. Mainly the decentralization of many of the functions 
of the Bureau which had been performed in Washington and are now 
being performed in the field. This was a major advance in the sim- 
plification of our work, and in eliminating the vast amount of de- 
tailed work which had to be done in Washington prior to the adop- 
tion of that plan, and which is now done in the field on a much 
more efficient basis. 

Senator Dworsuak. Did the Secretary of the ‘Treasury at that 
time delegate much of his authority to the Bureau of Internal 
Revenue / 

Mr. Dunuar. There have been numerous delegations since the date 
of that plan, the first one dated August 22, 1950, reads somewhat as 
follows—if you would like me to read it all. 

Senator Dworsuak. Just read the one paragraph. 

Mr. Dun war (reading): 

By virtue of and pursuant to authority vested in me by Reorganization Plan 
No, 26 of 1950, there are hereby conferred and imposed upon the Commissioner 
of Internal Revenue, all the rights, privileges, powers, and duties conferred 
and imposed upon the Secretary of the Treasury, the Unde1 tary of the 
Treasury, or any Assistant Secretary of the Treasury by tion 3761 of the 
Internal Revenue Code with respect to the approval of 
case arising under the internal-revenue laws in whie 
tax, including any interest, penalty, additional amou 
is less than $500 

Then it gMOeS along that same line. 

Senator Dworsuak. Well, you do feel then, that reasonab!l 
ress Was made im trying to adopt some of these recomn 
reorganization plans contaimed in the management engineers’ report 
of 1949 and the Reor@anization Plan 26 of 19504 

Mr. Dunnar. Yes, sir: I think excellent progress has been made. 

Senator Dworsuak. But still you want this new reorganization 
plan, even though it would appear that you should have had ample 
time, J mean you or your predecessors, to have done -ome of the 
things which may have preclided this wave of maladministration 
and corruption and fraudulent operations within the Bureau? 

Mr. DuNuap. The committee that studied us last, sir, said that it 
would take a 2- to a 4-year period to make the necessary studies and 
analyses which would be necessary to fully reorganize the Bureau. 

1 read from the report submitted to the Joint Committee on In 
ternal Revenue Taxation by its advisory group appointed pursuant 
to Public Law 147 of the Eightieth Congress: 

Any substantial change in Bureau procedure will require time to put into 
effect. Shortages of appropriate office space and suitable locations, lack of 
highly specialized mechanical equipment, some of which should be custom 
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designed to Bureau operations, and the sheer magnitude of.the task, makes it 
impossible to effect larger economies in the housekeeping job within a brief 
period of time. The Bureau needs a 2- to 4-year period to analyze and diagnose 
its management problems, and to test and experiment with possible solutions 
for this activity It should employ the best talent and technicians that are 
available, both within and without the Bureau organization. 

Senator Dworsuax. But you did receive that report in January 
1949, over 3 years ago, so you have had ample time to have initi: ated 
some of these innovations / 

Mr. Duntar. And that we have done, sir. The report itself says 
that it would take a 2- to 4-year period. Now, a 2-year period would 
end in 1951, and a 4-year period would end in 1953, so T feel that we 
are within the period the committee said it would take. 

Senator Dworsuak. When they mentioned 2 to 4 years, I was 
wondering whether they referred to the exposé of the graft and cor- 
ruption. It seems to me that it would not require 2 to 4+ years to 
expose that. 

Mr. Dunuar. There is no statement made by any such group, but 
the Bureau has faced it conscientiously. 

Senator Dworsuak. I mean, the management engineers. You said 
that they stated that it would take from 2 to 4 years. 

Mr. Dunuap. No, sir: I said that was the Joint Committee on 
Internal Revenue Taxation report. 

Senator Dworsnak. When was that report made ¢ 

Mr. Dunuar. That report was made, or it was submitted on Jan 
uary 27, 1948. 

Senator Dworsuak. That was prior to the report made by the man 
agement engineers / 

Mr. Dunuap. Yes, sir. 

Senator Dworsnak. That was in 19497 

Dr. Dunuar. Yes, and the employment of the management en 
vineers, of course, was in accordance with that recommendation, that 
we employ the best people available, both within and without the 
Bureau. 

Senator Dworsnak. That is why you employed 
engineers, as a result of this report ¢ 

Mr. Dunvar. That is why Congress authorized their employment : 
ves, sir. } 

Senator Dworsnak. That is all. 

Senator Nixon. Mr. Commissioner, | think the major interest of 
the committee, as vou have probab iy oO athered from the questions that 


he Management 


have been asked, is to determine pe Laat this plan will ; illo W vou to 
ieal more effectively with the prep em of corruption and dishonesty 
because that, of course, would be the prim: iry reason for speed in the 


enaetment of the plan, rather than to send | this pl: in to a leetSlative 


committee and allow then: to consider it over a period of tin e? 

Mr. Dy NLAP. That, of course, Senator, we have done We have 
adopted measures which we think enable us to cope with that situation 
as best we can, under our present organization, but that is only one 
of the factors. 

The other is the tremendous growth in the Bureau's workload whiel 

. becoming more and more unmanageable, and we are hecoming more 


snd more unable to handle it as (ime goes along under our present 


up. 
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Senator Nixon. That is exactly my point, then, the primary pur- 
pose of this plan is not to deal with the so-called problem of corrup 
tion, but to make the Bureau operate more efficiently; is that right ¢ 

Mr. Duntar, That is the primary purpose. 

Senator Nixon. And that is in line with the chairman’s remarks 
that it might well go to a legislative committee that deals with that 
problem. 

Then the primary purpose is that, but a secondary purpose is to 
deal with the problem of corruption also; is that correct / 

Mr. Dunuapv. I don’t like to word it that way. 

Senator Nixon. Well, the problem of handling, shall we say, «ls 
honest pre actices, when they occur :isthat correct / 

Mr. Dunuar. I still don’t like that wording. 

Senator Nixon. Very well. You use your own wording. 

Mr. Dunnar. I would say that it is one of the purposes of the plan 
to establish and to maintain the machinery and the avenues for exam- 
ination which would insure the proper conduct of the Government’s 
business and the proper conduct of its employees. 

Senator Nixon. Let me see if I understand you correctly, then: 
You feel that under this plan the Bureau would be able to deal more 
effectively than it can at present with the over-all problem of discover- 
ing instances of dishonesty, and dealing with them effectively, is that 

fair statement ? 

Mr. Dunuar. That is right, as well as improving the efficiency of 
our people. 

Senator Nixon. And the coroll: ary of that, of course, would be that 
at the present time vou do not feel th: at you can deal effectis 
instances of dishonesty and corruption, is that correct / 

Mr. Duntar. No, sir: 1 would not say that. 

Senator Nixon, Then why the plan ¢ 

Mr. Dunnap. Tsay that we are dealing with it adequately a 
erly how, 

Senator Nixon. Now, just a& moment, then. 
then, this plan is not necessary for the purpose 
problem ot corruption, bec ise vou Sly you 4 
tively now, is that right ¢ 

Mr. Duwnuap. That is correct. str. but the pla 
usa more efficient over all organization with which to ¢ ma ic 
business of the Government. 

Senator Nixon. Then the vene ral publi ‘should not. under ar \ 
cumstances, get the impression that this plan is directed primarily 
to the problem of dealing with corruption, isn’t that correct / 

Mr. Duntar. It is correct that the plan is not directed primarily 
to dealing with corruption. 

Senator NIX iN. Because you eould h ind if now and you are han 
dling it now? 

Mr. Duntarp. That is right: we are handling it now 

Senator Nixon. In fact, do you know of any incident at any time 
during any period at all, in which you were unable to deal with a 
problem of dishonesty when it arose in the Bureau, in the past. in 
which you could have dealt with it more effectively had this plan 
been in effect ’ 

Mr. Duntar. We have always dealt with such problems adequately 
as soon as they were discovered, 
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Senator Nrxon. Yes. For example, to be specific, one of the cases 
that many people have been concerned about is the case of Mr. Fin- 
negan in St. Louis. 

Now, could you have dealt more effectively with the incidents arising 
in the operation of that office, had this plan been in effect, than you 
could at present / 

Of course, I recognize that had it been in effect that Mr. Finnegan 
would not have his job, because he is a political appointee, but it gets 
back to that point, could you have dealt with it more effectively had 
this plan been put in effect ¢ 

Mr. Dunuar. I think you have put your finger on the spot, sir, be- 
cause the investigations of the St. Louis oflice have revealed that there 
was nothing out of line, of a major proportion, with that office. 

Mr. Finnegan’s defalcations had to do with his outside activities as 
an attorney and using his influence, but I think you have put your 
finger on the spot when you say that it would never have occurred, be- 

cause he would not have been there under this plan. 

Senator Nixon. In other words, the President would not have had 
the opportunity to appoint him, is that right ¢ 

Mr. Dunuar. Well, I would rather just leave it by saying that he 
would not have been here under this plan. 

Senator Nixon. Who appointed him, do you recall / 

Mr. Denar. The President of the United States appoints all col- 
Jectors, by and with the advice of the Senate. 

Senator Nixon. Have you ever had any instances, for example, 
where you have attempted to remove political appointees from office, 
or to discipline them, in which you have not had the full cooperation 
of the President ¢ 

Mr. Dunuapr. I have not, sn 

Senator Nixon. Then so far as the political appointees are con- 
cerned, that does not get at the root of the matter, does it, because if 
that is the case, whe meyer you found any instances of malfeasance on 
the part of a polit! cal appointee you could go to the President and get 
immediate action / 

Mr. os xLAP. The thing is deeper than malfeasance. It goes back 
to the statement that I read into the record veste rday, to the effect that 
the business of the Bureau of Internal Revenue has become so technical, 
and it has become of such proportions, that it should be handled by 
professional people, people who have been trained and educated to it, 
and who are thoroughly familiar with tax problems. 

I do not feel that the Bureau or the United States Government and 
its people can afford longer to put people in office, when it takes 2 or 
3 years to teach them their jobs, aa by that time possibly a new ap- 
pointee Comes in, and we have to do it all over again. We are just 
spinning our wheels. 

Senator Nixon. Those are the kind of people who have been ap- 
pointed as collectors, 

Mr. Dunutar. Do not misunderstand me. They are good people. 
Many of them are excellent and outstanding, and they have learned 
their jobs, and the ‘y have done good jobs, but it still t: akes 2 or 5 years 
to teach them their jobs. 

Senator Nixon. Well, to get to the point, and I think it gets to the 
gist of the matter, because I recognize the necessity myself for getting 
competent people up at the top, those being career people rather than 
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political appointees, but to get at the point, the difficulty at the present 
time is that the people who have been appointed as collectors have 
not been competent, isn’t that correct ? 

Mr. Dunxtar. I would not say that they had not been competent. 
They are not just experienced in our work, 

Senator NIXON. Well, put it this Way, the people who have been 
appointed as collectors have been inexperienced, is that correct / 

Mr. Dunnar. 1 would say insofar as the present administration 
is concerned, with one or two exceptions, practically every collector 
that has been appointed has been a career man chosen from within the 
internal revenue service. 

There are 17 collectors right now who rose up. Who grew up all 
the way through the operation of the internal revenue service, and 
whom the President has appointed as collectors of internal revenue. 

Senator Nixon. Seventeen / 

Mr. Dunuar. Yes, sir. 

Senator Nixon. How many collectors are there altogether 7 

Mr. Dt N LAP. 7 here are a total of 64 collectors positions. We do 
not have that many how, because I believe we have 

Senator NIXON, Seventeen out of the 64 are career people / 

Mr. Dunuap. Yes. 

senator NIXON. é nad t| > rest, vou Say, were inex} I ienced people, 
is that meht ¢ 

Mr. DuNtap. Except that. of the 64 we now have, I] 
acting collectors, and these are all career people. 

Senator Nixon. And they are not qualified to do the job / 

Mr. Dunnap. Not experienced. 

Senator Nixon. Well, by reason of lack of experience they are not 
qualified to do the job, or were not qualified to ado the job cul the 
time they were appointed! You would agree with that, certainly. 

Mr. Dunuar. Yes, sir: I will agree with that. 

Senator Nrxon. Now then, I understand that you feel that the 
major reason for the charges, shall we say, of Corruption, malfeasance 
ann misfeasance, however we would describe them, lies in the fact that 


! ’ 
| elieve 6 are 


e have so-¢ alled poli tical ap pointees in these position s:is that right 6 

Ys other words, putting it the other way around, the major reason 
for the corruption that exists does not le with the civil-service ap- 
pointees—I mean, the civil-service employees ¢ 1 think you pointed 
that out in your statement / 

Mr. Dunuar. I would say that the major trouble that we have had 
with field officials in charge has come from the ap Sern ive freld. 

Senator Nixon. They have come from the : appointive field? 

Mr. Dunuap. Yes, sir. 

Senator Nixon. In other words, the major trouble that you have 
had, which we have been reading about in the papers, and which 
some of the committees have been digging into has come from the 
appointive field ? 

Mr. Dunnap. Yes, sir 

Senator Nixon. In other words, the patronage jobs, so-called. 

Mr. Duntar. They would have what, sir? 

Senator Nixon. What you would call the patronage political ap 
pointments. 

Mr. Dunuapr. Yes, sir. 
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Senator Nixon. And those appointments were made by the Presi- 
dent, and as you have indicated they were confirmed by ‘the Senate; 
is that right ? 

Mr. Duntar. That is correct. 

Senator Nixon. Now, using one other spec ific case, and then T will 
be through, let’s take the case in San Francisco. Would you say that 
that was a major difficulty there / 

Mr. Dunuap. Yes. 

Senator Nixon. I think you issued a public statement to that effect, 
didn’t you? 

Mr. Dunnar. Yes: that is right. 

Senator Nixon. Mr. Smythe. vou felt, was a ified for the job 
and should not have been ap ypointed 3 in the first place; is that right ‘ 

Mr. Dunnar. Well, let us say that he was not qui alitied to run an 
office of that kind. 

Senator Nixon. But if you had had an honest person, you would 
not have had that corruption in that office ¢ 

Mr. Duntap. Yes. 

Senator Nixon. In spite of the fact that a few civil-service em 
plovees, at least in minor matters, became involved and had to be 
removed 7 

Mr. Dunuar. Yes. 

Senator Nixon. But you think that the major responsibility was 
with Mr. Smythe ? 

Mr. Dunuar. The major responsibility in any office of that kind 
— he with the man at the head of it. 

ator Nixon. So that I can see we have an understanding on this, 

you "feel that the responsibility for the corruption in the Internal 

Rev nue De spartinent, the so-called tax scandals, lies with the polit 

nl appointees, and the people who ap pointed them, and the people 
who confirmed them: is that right ? 

Mr. Duntapr. That is correct, sir. 

Senator Nixon. Then that would put the responsibility in two 
places, upon the President and upon the Senate who confirmed him; 
is that rieht / 

Mr. Duntar. If you might permit me to make a statement, sir? 

Senator Nrxon. Surely. 

Mr. Dunxuarv. I will say that each of the collectors involved—or none 
of the collectors involved so far was appointed by the present 
President. 

Senator Nrxon. Not even Mr. Finnegan ? 

Mr. Dunnar. No, sir. 

Senator Nixon. He was appointed by the prior President ? 

Mr. Dunuar. Yes, sir. 

Senator Nrxon. But the President did have the power to remove 
him ¢ 

Mr. Dunnar. Yes, sir. The President can always remove an ap 
pointive official. 

Senator Nixon. That isright. That is all I have. 

The Cuamman. Mr. Dunlap, I have just one question: 

You say that if you had had the civil-service qualifications in opera 
t ion, Mr. F inneg: mn woulk | never have bee ‘Tap polnted to this position. 

Mr. Dunuar. Yes, sir. 
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The Ciamman. Can you be positive as to that? If you hold open 
examinations, how do you know that he would have not made prob- 
ably the highest grade and been selected? How can you say what you 
said? 

Mr. Duntar. I just don’t believe, sir, that Mr. Finnegan's experi 
ence qualifications were sufficient to enable him to make such a grade. 

The Cnatrman. Then vou mean that only those who have been 
in the service, who have come up in the service and been trained 
in the service, could pass a civil-service examination 4 

Mr. Dunxnar. Oh, no sir. There are thousands upon thousands of 
highly qualified certified public accountans, and people like that, in 
this country, who are completely familiar with all of the t: ix procedures 
anid tax laws, who would be wonderful pee ple for us to have in the 
service. 

The ¢ ‘HAIEMAN. Sothe re are outside op portunities, or opportunities 
for outside people under the pl: in and under the Civil Service Com 
Mission / 

Mr. Duntar. Certainly. There has never been =e: ntention upon 
our part that there was not a wonderfully fertile field on the outside. 

The Cuamman. I did not think that vou wanted the record to stand 
that only those in the service would have a chance under the plan. 

Mr. Dun var. Absolutely not. As I stated before, and as I stated 
before this e¢ ynmitte once hefore, sir, it Is our hope that if the plan 
becomes etfective we will havea very broad field of expe rience to choose 
from. 

The Cuamman, T would like to ask you now, about the combined 
collection functions and audit functions under supervision of one 
individual. LT think we asked you about it in the Appropriations 
Committee one afternoon when you were testifying there in support 
of the appropriation Tor Vou department, Mr. Dunlay ‘ 

You said, ] believe, that they “ure presently under one lpervision 

correct, sir 4 
I * Dun ip. About SO pereent, 
CuamrMan. Is it not true that the collector nections, as to 
auditing, at present, is only with the aa cases where controversies 


seldom Arist snd th) ere Is seldom any prospect ot hit) ation r serrous 


controversy about that / 
Dunxiar. I would not say that. Quite a few collectors’ 
are appealed on up, but that is only income taxes. 

The ( HAIRMAN. Tho se are spill cases, TOO, are they not / 

Mr. Dt NLAP. They are the cases where there is a busines mcome 
of 850.000 or less. or an income of an individual of SS8,000 or less but 
Senator. they also have full audit jurisdiction. 

The Cuairman. They have what / 

Mr. Duniar. They also have full audit jurisdiction over most othet 
types of taxes. 

The Crarmman. Yes. This plan does not separate. but definitely 
combines, the audit and collection functions, do you agree to that? 

Mr. Dunnap. I am sorry, 1 did not understand your question. 

The CratrmMan. I sav, this plan does definite ly combine the audit 
und collection functions under the one supers isor 

Mr. Dunuar. In one office. 

The Ciaran. In one office? 

Mr. Duxiar. Yes: but under separate division chi 
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The Crarrmman. Each office is under either a district commissioner 
or deputy district commissioner, according to the charts. 

Mr. Duntar. The appellate rights are on a higher level than the 
people mi aking the examinations. 

The Cnamman. In your testimony of yesterday, did you intend 
to convey the impression to the committee that in your opinion the 
Ways and Means Committee of the House and the Finance Committee 
of the Senate have already considered the substance of this plan ‘ 

Mr. Duniar. The plan itself, all of the details of it, have been 
presented to the subcommittee of the House Ways and Means Com 
mittee. 

The CHarrmman. When? 

Mr. Duntar. During the hearings in the House, sir, before they 
voted on the approval of the plan. 

The Cuarrman. Well, I am talking about prior to the time the 
plan came into existence, or prior to the time that the plan was pre- 
sented to the Congress, as a plan. 

Mr. Dunnar. What I said, sir was—if I may summarize this—to 
the effect that the various committees of the House and Senate who 
— examined into the affairs of the Bureau of Internal Revenue 

| past years have all come up with certain recommendations, all of 
which have contributed to this plan, and all of which in some form 

or other are included in this plan. 

The CHAIRMAN. There are also a number ot recommendations that 
have come up that are left out of the plan, are there not / 

Mr. Di NLAP. | know ot ho such recommendation, sir. Some of 
them have been put in in modified form. 

The ¢ TIAIRMAN, Well, how, let’s see, You spoke oft this Survey 


and the report of Cresap, MeCormick & Paget, the survey that was 
made. Isnt it true that this isa part of their report which 1s omitted 4 
No. 1, the very first recommendation : 


klevate the post of Commissioner to the rank of an Assistant Secretary in 
the Treasury Departinent, and vest full policy and administrative authority in 
this position 

Mr. Dunuar. No, sir. IT said that they were either included 
put in in modified form. I think that the exclusion of the Commis- 
sioner of Internal Revenue, allowing him to remain a political ap- 
pointee, since he is a policy-forming officer, and the treatment of the 
Commissioner as a member of the Secretary's staff on the same level 
as the Assistant Secretary in the Treasury Department, fully meets 
that recommendation. 

Rifcan ‘HAIRMAN. Well, now, let’s get the record clear on this, because 

‘should be completely factual about it. 

" Different recommendations and different bills are frequently in- 
troduced which never have adequate study. There are different 
proposals along different lines to reach maybe one common objee- 
tive. But the point that we want to el; ify for this record is whether 
vou say that the taxing committees of the Congress have studied this 
plan and approved it / 

Mr. Dunuar. I did not say that, sir. I said that they had made 
studies of the Bureau, and that the recommendations that they had 
made as result of those studies have been included as provisions of 
this plan. 
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The CHarrman. Now, let me ask you this: Was this plan, as such, 
submitted to either the Ways and Means Committee or the Finance 
Committee or the Joint Committee on Internal Revenue ‘Taxation, 
prior to the time it was sent to Congress with the President’s message ‘ 

Mr. Dunuar. The plan, as such, was not, no sir. 

Phe Cuaimman. | should like to insert in the record at this pot 
recommendation No. 1 of the report of Cresap, McCormick & Paget, 
management engineers. I should like to have 1 
pot in the record. 

(‘The material referred to above is as follows :) 


t inserted in full at this 


EXTRACT FROM REPORT OF CRESAP, MCCORMICK & PAGE! 


1. Elevate the post of Commissioner to the rank of an Assistant Secretary in 
the Treasury Department, and vest full policy and administrative author 
ity in this position. 

Observation of the Commissioners’ status in the present organization of the 
Treasury Department indicates that his post is today above the rank of a 
bureau chief. This is evidenced by the fact that the Commissioner reports 
directly to the Secretary and attends his top staff conferences Despite 
these marks of superior status, the Commissioner’s office is not the central 
source of policy advice to the Secretary, nor the central point of contact will 
the legislative branch, on revenue matters. As illustrated in exhibit 14, there 
ure at least five divisions outside of the Bureau which impinge directly upon 
its operations, or participate in the formulation of revenue policy While 
we have found no evidence of lack of harmony or cooperation between these 
groups and the Bureau at present, their continued existence as outside agencies 
detracts from the authority of the Commissioner, and the avoidance of friction 
is dependent upon the personalities of the officials concerned 

It is considered significant that the Commission on 
Executive Branch (Hoover Commission) recognized this pre 
that a “Commissioner of Revenue” be established with the 
Secretary, under whose supervision shot 
Revenue and the Bureau of Customs 
Hoover Commission proposed thit 
of the Tax Legislative Counsel 
mediate direction of this Assistant 
“in this way all revenue policy 

‘responsible ial at the toy 
‘onsideration 

of Internal Rev 
respects our obse 
naattons 
therefore, reco 
nt be elevated in 
i Internal Revem 
legislition and departmental orders 

the Assistant Secretar) omissioner) should: 

(a) Transfer t hi . ‘ ll] functions 
side agen oted to re 1 int ‘s: Office of the 


the Tax Legislative Counsel, and the Division of Tax Rese 


(b) Authorize him to appoint der the civil-service 


employees of the Bureau of Internal Revenue (including 
deputy commissioners, and collect 
Ae Rnipowe Hit to deleg 
view and approval of document 
approved by the Commissior 
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of time and similar matters. Our suggestions regarding the delegation of ap- 
proval authority are presented in appendix N. (Until such time as authority 
to delegate has been secured, the chief counsel's office should be requested to 
review all transactions now reaching the Commissioner's office to determine 
whieh could be delegated to subordinate officials for approval under existing 
law.) 

The Cuarrman. The Chair has also received from the President of 
the United States a letter which he will imsert in the record at this 
point. I will read the letter of the President for the information 
of all present: 

Maren 4, 152 

Deak Mr. CHAIRMAN: T bave been following with much interest the progress 
of Reorcanization Plan No. 1 of 1952, providing for reorganization of the Bureau 
of Internal Revenue. | understand that yvour Committee hus nearly completed 
its consideration of the plan, and will soon file a report to the Senate. 

Approval of Plan No. 1 is the most important step we can take to give our tax 
collecting agency an organization and a management that will assure the highest 
integrity and efficiency. I earnestly hope that your committee will take favor 
able action on the plan, and that it will be approved by the Senate. The millions 
of Americans who are now preparing their tax returns are entitled to this 
progressive step. 

Very sincerely yours, 
Harry S. Tru) 

The letter is addressed to me as chairman of the committee. 

Senator Humphrey, do you have any questions / 

Senator Humpurey. Yes 

The Cramman. You may proceed. 

Senator Humenurey. Juct as 1 eeme in ¢] 
as to your question , ith reference to the audit and collection functions. 

The Cnamyanx. As I recall, in his testimony Senator George made 
that one point of his objection. 

Mr. Dun ap. I believe so; yes, sir. 

Senator Humpurey. I think it is very important that we get this 
quite clear for the record because, as the chairman has noted, Senator 
George did make note of the audit and collection phase. He felt this 
might be a weakness in the proposal, 

The CHairMan. T may say that me purpose of inviting Mr. Dunlap 
back to testify Was to give him at heen to comment upon 
every question raised. If I have overlooked anything it has not been 
my intention to do so. 

Senator Humpurey. I realize that. The chairman is always 
eminently fair about such things as that, and I think we are fortunate 
to hi ave the ¢ ‘ommiussioner back. bee ‘ause Senator (rveorge submitted 
some very provocative and some very analytical testimony before this 
committee. 

Now, would you tell us, Mr. Commissioner, just how the set-up at 
the operating level of the audit and collection functions, as well : 
pe rsonnel records and procedures, would work. In other words, nre 


ere Was some dise ISSTON 


they combined in one office, are they separated, is there rather 


autonomy of action, let us say, on collections and enforcement and 
auditing ¢ 

Can you give us the picture? 

Mr. Dt NiEAP. We think that there isa great economy of action. both 
in the set-up for the Bureau and in the convenience to the taxpayers. 

In the proposed reorganization the collection and audit jurisdiction 
is vested at the local level in the office of a de sputy district Ccommissione r. 
He has a collection function and an examination function. 
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Senator Humrurey. Are those under separate bureau chiefs or 
unit heads ¢ 

Mr. Duntap. Yes, sir; they would be under separate division heads, 
We only collect internal revenue taxes after a proper and legal assess 
ment has been made. 

The appellate function is vested at a higher level under this plan. 
In other words, the people who examine the returns at the local level 
cannot make a final assessment or assess taxes against a taxpayer, 
exce pt under two conditions. These woul | be ts same conditions as 
exist now, either the t: awxXpaver agrees to the assessment, or he takes 
full advantage of his appeal rights to a higher authority. Only after 
his appeals have been settled, either ne our appellate division, 
or ina final appeal to the Tax Court, or maybe a higher court in some 
cases, is the assessment made, and ane it become final, and only then 
does the collection process begin. 

Senator Humrurey. I see. Now, Mr. Commissioner, in the chart 
which you presented here be fore this committee, and which has been 
entered into the record of the House hearings before the Committee 
on Expenditures in the Executive Departments, on page 95 of those 
published hearings this chart appears. 

Do you have in the field organization level, first the district commis- 
sioner level, and then below that the deputy district commissioner 

Mr. Duntuar. Yes, sit 

Senator Humpurey. Below the deputy district commissioner level 
you have some subdivisions known as the cashier's division, 
forcement division, the administration division, and the fi 
appellate division. 

Below the cashier's div ision you have field-off ice cashiers, and below 
the enforcement division you have audit, fraud, racketeer, alcohol, and 
tobacco investigators in the suboffices. 

Now, what I want to get at now, these are all headed up by 
cialist, is that correct, each one of these units / 

Mr. Dunnar. Yes, si 

Senator Humpurey, lod any settlement that is made at these levels 
would be the same as under the _— nt situation ¢ 

Mr. Duntar. That is right, sir, only with the taxpayer's agreement. 

Senator Humrurey. The t: iene s agreement. Now, when vou 
come to an appeal there is a field office, appellate division. Is that 
where the appeal is registe red ¢ 

Mr. Duntar. Yes, sir. 

Senator Humpnurey. And that appeal goes then to the assistant dis- 
trict commissioner in the appellate division right below the district 
commissioner ¢ 

Mr. Dunnar. Yes, sir. 

Senator Humrurey. So that the appeal is not at the deputy distri 
commissioner's level, but it is at the district commissioner's level, is 
that correct ? 

Mr. Dunnapr. That is correct, 

Senator Humpurey. Is that the present situation / 

Mr. Duntap. Yes, sir. We have the appellate units monanes the 
United States now, when our people and the taxpayer cannot get 
together, and an agreement cannot be secured, they then ap pe al to the 
ap pel: ite division. 

There is no change in our procedure in that regard. 
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Senator Humpnurey. Well, then, in summarizing, or in comment- 
ing upon the testimony of Senator George and others, where there was 
some feeling that there = an improper combination of audit and 
collection under pli in No. 1, what is your specific comment in reference 
to that criticism ? 

Mr. Dunuar. The only difference, sir, is that under the reorganiza 
tion the audit activities of the Bureau are brought under one head, so 
that various Officers of the Bureau do not conduct separate examina- 
tions of the taxpayers’ returns, 

At the present time. as I testified before, it is possible fora taxpayer 
to be examined four or five different times during a year by various 
and different kinds of agents of the Bureau of Internal Revenue. 

Senator Humpnrey. Yes. 

Mr. Duntar. And under this plan those functions would be com 
bined, and he would only be examined one time and his records cleared. 
That is the major advantage of this thing. 

Senator Humpnrey. oe is on his appeal ¢ 

Mr. DunLap. No, sir: the examination of his return for correctness. 

Senator Humpnrey. All right. That is at the field operation level, 
correct ¢ 

Mr. Duntar. That is correct, sil 

nator Humprrey. All right. 

Mr. Dunuap. But, instead of being e eget by four or five differ- 
ent agents during a year, who spe ‘lalize in different types oft taxes, 
he would only be examined one time by agents who would cover lis 
entire record, and stop that annoyance and duplication of effort in 
field examination. 

Senator Humpurey. Would that be in the Enforcement Division, 
then / 

Mr. Dunuar. Yes, sir: under the Audits Branch. 

Senator Humrurey. Under the Audits Branch of the Enforcement 
Division ¢ 

Mr. Duntap. Yes. 

Senator Humpurey. And it is from that branch level of activity 
that he has an appeal? 

Mr. Dunuap. Yes, sir 

Senator Humpnrry. And that is true under the present situation ? 


Mr. Dunxtap. That is right. The difference is merely that in the 
present situation the examining functions are split between about four 


different field offices, all ot which handle different tvpes of returns 

Senator Humrurey. Yes. 

Mr. Dx NLAP. Now, one of those oflices handles also collection 
functions. 

Senator Humpnrry. Yes. 

Mr. Dunnar. And that is the collector’s office. 

Senator Humpurey. Yes. 

Mr. DUNLAP. They handle 80 percent of our field eX Wninations how 
All we have done under this plan is to bring those people into one loca 
tion al d combine functions, sO that the annoyahce to the taxpayer | 
reduced to an irreducible minimum, and we have sacrificed no rights 
of the taxpaver in so doing. 

Senator Humpnrey. Have you sacrificed any of the investigatory 
powers of the Bureau of Internal Revenue / 
Mr. Duntap. No, su 
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Senator Humrurey. In other words, the Government still has as 
much machinery as it has had to scrutinize the returns of the tax- 
yayer and to call for some reassessment or to press charges ? 

Mr. DuNLapr. Yes, SIV. We have just as full machinery, but the 
only difference would be that it would be more efficiently operated, 
duplications of efforts would be cut down, and per diem expenses 
of the duplicating agents, who now travel over those various areas 
at separate times, would be eliminated. 

Senator Humpnrey. Would you say that this would result in any 
form of economy in personnel and in other charges / 

Mr. DUNLAP. I think that it is one of the bi 
for economy in the W hole proposed plan. 

Senator Humpnrey. And the taxpayer, then, would be confronted 
with but one investigation or audit at the field-office level; is that 
correct ¢ 

Mr. Dunuar. Yes, sir. 

Senator Humpurey. Instead of several ? 

Mr. Dunuarv. That is right, sir. 

Senator HumMPpnHrey. But his rights of appeal are 
intact / 

Mr. Dcunuar. Yes, sir. 

Senator Humpnrey. | thoug! r a) to get th 


ggest fe hat we have 


record and get your explanation, also your clear and precise 
ment on it. 
Mr. DUNLAP. Yes, Sir. 


Senator Humpurey. Did IT understand your reply to Senator 


Nixon's question, that you stated that none oft the ousted oO! 


Tio} tt | 
the House committee and other committees of t] 


missed collectors unde the present Invest 


a 


appointed by the present President / 

Mr. Dunuar. That is correct, sir. 

Senator Humpurey. Just to get the reeord 
pont, how badd colleetors have been clismiisse¢ 
YTeSSION:! ive iwation Ss. al d | many have | 
result of t] ureau’s i tigations ¢ . 

Mr. DuNtapr. That a rather difficult question to : 


Hbecnuse if ie Vil we re working with the Kins 
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have taken action allt i@ Way through, and have mere 
committee advised. 
Senator Ilumpurey. You have made your re 
to them ? 
Mr. Duntar. That is rig! 
Senator Humenrey. Di | ever instigate 
records to the King sul ! rittee, without then 
Mr. Dunbar. Yes, sir: on many occasions. 
sehatol Ht MPHREY. Has the King subecomn itee, 
invest vations, made any appraisal ol plan No. 
endorsed it or rejected it / 
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Mr. Dunuar. Yes. The King subcommittee has. The plan was 
presented to the King subcommittee, and the chairman of that com- 
mittee then appeared before the House Expenditures Committee and 
testified strongly in favor of its adoption. 

I was just asking my assistant here if he had that statement that 
the committee issued at the conclusion of the San Francisco hearings, 
but we do not have it with us. 

Briefly stated, in my own words, | think that statement wound up 
with words to the effect that failure to adopt the plan would be dis 
astrous and would nullify, to a large extent, the work that the com- 
mittee had done toward correcting the Bureau’s troubles. 

I would like, if it is satisfactory, to introduce that statement. 

The CuatmMan. You may file the statement for the record, Mr. 
Dunlap. 

Senator Humenrey. | have just now been informed that the House 
hearings before the Expenditures Committee does have Congressman 
King’s statement on page 227, so that we would have it as a matter 
of record. 

The Cuarrman. All right. But probably this statement in Cali 
fornia was issued subsequent to the statement of Congressman King, 
and if you would like, Mr. Commissioner, you may place the Califormia 
statement in the record. 

Senator Humrurry. Yes. I think that would be fine. 

The Cuairnman. Then we will have both of them. 

Senator Humrurey. Yes. 

Mr. Duntap. May I read it now, sir, in answer to the question / 

The CHamrmman. You may read it, if you prefer. Will you identify 
it, first? Who is that statement. issued by, and when ? 

Mr. Duntapr. This is headed “Excerpts from concluding remarks, 
Hon. Cecil King, San Francisco hearings of the King subcommittee, 
February 20, 1952 

Senator McCartiy. Mr. Chairman, may I suggest, in view of the 
fact that this is another witness’ testimony, that we can save a lot of 
time by having it inserted in the record? Tam sure that the Senators 
will read it. 

The CuarrmMan. Well, it seems to be short, and it is all right for him 
to read it. I will be glad to hear it. 

I want to determine whether that is a statement of the chairman 
as an individual, or whether it is a statement of the action of the 
committee. 

Mr. Duntap. It was published as the action of the committee, sir. 

The CHairrman. Well, do you know that? How do you know that 
is the statement of the chairman of the committee ? 

The committee action and the chairman’s opinion might be at 
variance; I don’t know. I just want to get it properly identified. 

Mr. Duntap. All we know is that it was the statement made at the 
open hearing at the final meeting at the conclusion of that meeting. 

The Cuairman. I am sure that as chairman of this committee I 
sometimes make statements that my friends do not agree with. So | 
want to get it clear. 

Mr. Duntap. All we know is that none of the other members of 
the committee disagreed with it. 

The Cuatrman. Let the statement be placed in the record. Do 
you want it read ? 
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Mr. Humpurey. No; it is not necessary to read it. 
The CHAtmrMan. We will take it for what it is worth. 
(The document referred to is as follows :) 








EXcerPTS From CONCLUDING 





REMARKS, Hon. CrkcIn KING, SAN FRANCISCO 


HEARINGS OF THE KING SUBCOMMITTEE, FEBRUARY 20, 1952 





Finally, we come to the matter of preventing the recurrence of situations 
such as arose ip San Francisco. There is nothing unique about what happened 
here. We have found fundamentally the same thing from Boston to New York 
to Brooklyn to St. Louis to San Francisco. Everywhere the pattern has been 
the same Political appointments to jobs requiring technical competence and 
high administrative ability simply will not work. Any taxing system, and 
particnlarly one such as we have now, where the burdeus are heavy, creates 
constant temptations to corruption. The methods necessary to deal with this 
ever-present problem will not be aided or facilitated by imposing on top of it 
a major problein of divided loyalties. The President has proposed a reorgan 
ization plan which would eliminate political appointments in the field 
and lay the ground work for fundamental reforms which would discourage 
recurrences of the San Francisco type of situation. The President's reorganiza 
tion plan is not a panacea It is an essential step toward restoring a justified 
public faith in our taxing system 
of this committee's long invest 
that we are urging 


service 


It represents one of the constructive results 
igation Its defeat would be a blow to the reforms 





Senator Humepurey. | do think that we might seek the information 
as to whether or not the King subcommittee is responsible for that 
statement, or whether it is an individual statement. 


The CuairMan. Well, anyvore can pursue it and get that informa- 
tion, of course, and make Vs to the committee. 1 am not 


questioning it either way, bat we should like to have it fully identified. 
Mr. Duncap. All T know, sir. is that it was released in mimeographed 
form. 

The CrarMan. It will be printed in the record 


(Subsequently the following letter was received | Hon. Cecil 
P. King, chairman of the Subcommittee on Acdniuin tion of the 
Internal Revenue Laws of the House Committee on Wars | Moans:) 











SUBCOM MITTEE ON ADMINISTRATION OF THE INTERNAL REVENUE I 
COMMITTEE ON WAYS AND MEANS, House or REPRESENTATIV! 
Washington, D. C., March 4, 1952 
Hon. JoHN D. MCCLELLAN, 
Chairman, Committee on Government Operations, 


United Ntates Nenate. Washington, Zp ty. 


My Dear Mr. CHAIRMAN: Lam most appreciative of the invitation of your com 
mittee to submit a statement of my views with respect to Reorganization Plan 
No. 1 of 1952. IT understand that a copy of the hearings of the House Committee 
on Expenditures in the Executive Departments on this plan has already been 
made a part of your record. Accordingly, the statement that I made before the 
House Committee on Expenditures in the Executive Departments is already 
officially before vou. 

Since my appearance before the House committee, the subcommittee of which I 
am chairman bas held hearings in San Francisco with respect to conditions in 
the office of the collector of internal revenue in that city. In the meantime, also, 
the collector of internal revenue in Austin, Tex., has been requested to resign for 
the good of the revenue service, thus bringing the number of collectors of internal 
revenue who have been removed from office in the past year to a total of seven. 

These recent developments have served to reaffirm in my mind the absolute 
necessity of strengthening the operation of the tax-collecting function if we are 
to have a revenue system in which we can take justifiable pride. In my opinion, 
the Reorganization Plan No. 1 of 1952 would accomplish this objective by elimi- 
nating the present office of collectors of internal revenue. This would bring the 
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top officials responsible for tax collection into the career service. They are the 
only field officials not now under civil service. 

With regard to the situation that our subcommittee found in San Francisco, 
it can best be summed up by setting forth here the pertinent excerpts from the 
statement the subcommittee made at the close of its San Francisco hearings 
This statement represented the unanimous views of the members of the sub- 
committee present. 

“The office of the collector of internal revenue in San Francisco prior to 
September 27, 1951, was badly administered. Control of the office over a long 
period had fallen into the hands of a top echelon of political appointees whose 
chief failing was their gross incompetence. Their second and also serious 
failing was a devotion to political interests which transcended their loyalty to 
the revenue service and caused them to engage in petty and sometimes criminal 
manipulations. In these they were encouraged and protected by the complacency 
and indifference of an inept top administration in Washington. Political and 
personal favoritism in the treatment of taxpayers and in the handling of per 
sonnel problems has been the result. 

* 2K * ~ » * * 

“Finally, we come to the matter of preventing the recurrence of situations 
such as arose in San Francisco, There is nothing unique about what happened 
here. We have found fundamentally the same thing from Boston to New York 
to Brooklyn to St. Louis to San Francisco. Everywhere the pattern has been 
the same. Political appointments to jobs requiring technical competence and 
high administrative ability simply will not work Any taxing system, and 
particularly one such as we have now, where the burdens are heavy, creates 
constant temptations to corruption. The methods necessary to deal with this 
ever-present problem will not be aided or facilitated by imposing on top of it 
a major problem of divided loyalties The President has proposed a reorgani 
zation plan which would eliminate political appointments in the tield service 
and lay the ground work for fundamental reforms which would discourage 
recurrences of the San Francisco type of situation. The President's reorgani 
zation plan is not a panacea It is an essential step, however, toward restoring 
a justified public faith in our taxing system. It represents one of the construc- 
tive results of this committee's long investigation.” 


In the past vear, 7 collectors of internal revenue out of a total of C4 have 


been removed from office for various forms of misconduct and activities in 
conflict with proper performance of their duties. Criminal indictments have 
been brought against three: one has been convicted: the trial of another is now 
in progress and the third awaits trial. None of these people had been employed 
in the career service of the internal revenue system. It may be significant that 
of the 17 present collectors who have been drawn from the career service, not 
from office It is of eve nore significance that 


] 


one has vet had to be removed 
i regular career service has been shown 


as yet not a single top field official 
to be corrupt. T include in this statement, among others, the 39 internal revenue 
agents in charge, 

12 heads of appellate staff divisions, together with their top assistants. None of 
these people has yet been found wanting during this period in which over 10 


percent of the collectors of internal revenue had to be removed from office. Wher 


} 
i 
4 
i 


over 10 percent of the top leadership fails it is time to act 


If we look at the situation in the lower leve 


In the past 5 years, five out of every six employees of the Bureau of 
Revenue who have been investigated on charges of misconduct have 


i 
Is it is almost equally si: 


employees of the collectors’ offices 

Last vear, out of 129 employees removed for various forms of misconili 
92, or more than 70 percent, were employed in the collectors’ offices. Technically, 
of course, all of these emplovees below the collectors themselves had civil 


service Status, but it must be remembered that the deputy collectors and othe 
employees in these offices were blanketed into the civil-service system only 
during World War II. Accordingly, most of these employees have not gained 
their civil-service status in the usual competitive fashion, nor do they have the 
tradition of civil-service tenure that is found in the rest of the Bureau. More 
important, promotions in those offices have continued in the control of the ¢ 
lectors, so that it is unrealistic to view these employees as having been etlect 
ively removed from susceptibility to political pressures 

ontinued appoint ient of collectors of internal revenue on the basis of polit 


obligations instead of experience and competence, in my opinion, just will 
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not work. Civil service is not a panacea, but it is a big help. The temp 


and opportunities for corrupton can never be 
revenue syste. 


tations 
entirely eliminated from any 
Let us no longer complicate the problem of controlling corrup- 
tion by the addition of political pressures. The civil-service system has thus 
far stood the test of its ability to provide honest leadership in the internal 
revenue service. The system of political appointment of collectors has failed in 
this task to such a substantial degree that it is no longer entitled to our confi- 
dence. 


[It also seems appropriate to say that I have formed a high degree of respect 
for the ability and aggressive determination the new Commissioner ol [nternal 
Revenue and his new top command in the Bureau are bringi 


ring to the task of 
restoring the revenue service to a position of respect. As chairman of the sub- 


committee that has had a substantial part in bringing this new leadership into 
existence, I hope most earnestly that the Congress will not refuse the Com- 
missioner the organizational reform he says is necessary to do the job. This 
would be a heavy responsibility for the Congress to assume at the present time. 

{ shall be most happy to have this letter made a part of the record of your 
hearings and again I express my appreciation for the opportunity to present 
uy views to you and your committee 

Sincerely yours, 
CrEcIL R. KING. 

The Cramman. Now, I want to try to get one point a little clearer. 

I do not know, but the information IT have does not support fully 
What I gather from vour statement about the different processes that 
this plan has taken, and the recommendations upon which it is based. 

Now, the report that you referred to yesterday, and whic hn you indi- 
cated was a report of the Joint Committee on Internal Revenue Taxa- 
tion approving the plan was, as | understand it, a report of an advisory 
committee to the joint committee in 1948, of an entirely different char- 
acter. That was an investigation of personnel of the Bureau, but 
the re port did go further and make a recommendation for study which 
the jol nt committee intended should be reported back to that com- 
nittee. 

That, lam advised, has not been done. 

Also, it should not be indicated that members of that committee 
who were members of the Finance Committee have had this plan or any 
reorganization plan before them on which to base bills looking to 
reorganization of the Bureau, as possibly was intimated yesterday, 
and that they had failed to take action on it. 

Now, what do you say about that, Mr. Commissioner / 

Mr. Dunuap. | say, sir, that it was a report of the \dvisory (‘om- 
mittee to the Joint Committee on Internal Revenue Taxation, which 
was released on April 23, 1948. 

All that I say about the thing is that it contained many recommenda- 
tions for improving the Bureau of Internal Revenue, all of which 
have been considered in the formulation of this plan. 

The Cuarrman. Well now, the Treasury Department Appropria- 
tions Act of 1948, Public Law 147, Eightieth Congress, First Session, 
provided for an investigation of the Bureau of Internal Revenue as 
follows, and I quote: 


The Joint Committee on Internal Revenue Taxation is authorized and di- 
rected to make a study of enforcement of the internal revenue laws with a 
view to ascertaining the numbers of deputy collectors, revenue agents, and other 
personnel who should be employed by the Bureau of Internal Revenue in order 
to insure the maximum net return to the United States from taxes imposed by 
such laws, and to report the results of such study to the Senate and the House of 
Representatives on or before July 5, 1948 
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Such report to be filed with the Speaker of the House of Representatives and 
the President of the Senate, if the Congress is not in session on the date of the 
tiling thereof. 

Now, pursuant to this provision, as I understand, the Joint Com- 
mittee on Internal Revenue Taxation appointed an advisory commit 
tee composed of eminent authorities familiar with tax problems and 
tax administration to carry out the purpose of the statute as follows: 

Mr. Henry Bond, New York: 

Mr. William J. Carter of Georgia ; 
Mr. N. Loyall MeLaren of California; 
Mr. George W. Mitchell of Illinois. 

Now, the information that I have is that the report of the advisory 
committee to the Joint Committee was submitted on January 7, 1945, 
and covered an over-all study of the Bureau of Internal Revenue. 

In the report it was stated that time limitations precluded a detailed 
and exhaustive survey of the Bureau of Internal Revenue, is that 
correct ¢ 

Mr. Duntar. Well, taken by itself, ves, sir: but that is just the mere 
opening statement of one sentence in a very oa paragr BAee- 

The Cuamman. Well, as to the section that I quoted, as to the pur 
Hose of the jomt comunittee, that pena is it not ¢ 

Mr. Dunvar. In that same statement, sir, though, it woes on to say: 

We have concentrated attention on the suitability of the organization and 
procedure of the Bureau, both in Washngton and in the field, as to the character 
and dimensions of the Federal tax system. With this objectiv>: in mind, the 
committee, aided by a small staff, has endeavored to trace the procedure and 
ascertain the direct costs of administering each of the tnajor taxes 

The CHamman. Well, was this engineering firm empioved to make 
its study at the instance of the advisory group ? 

Mr. Dunvar. lam sorry,sir. I just don’t know. 

The Cnairnman. Isn't it correct, that the advisory group recom 
mended such action, and that action was taken 4 

Mr. Duntar. I believe that is correct, sin 

The CHaiman. Now, have any studies, made by the Bureau subse 
“— nt to the submission of the advisor y committee’s report, been made 

vailable to the taxing committees of the Congress, as was contem 
ie when the report was first issued ¢ What pepnits have you 
subniutted to the Congress, to the taxing committees of the Congress, 
subsequent to that report 

Mr. Dusxiapv. We have kept the committees, with whom we have 

ut in the Congress, continually advised of the progress of ou 
cement improvement studies all the w ay thro noi. 
rhe Crnamnoman. Let me ask vou if this is correct, a 


il | quote : Von) 
a meniorandum that has been handed to me: 


in addition to the engineering study, studies were undertakeu in the Treasury 
by a committee set up to go into the matter, and these studies also were not 
mde available io the tax committees. 


ls that correct? That they were not made available to the taxing 


COMMUNIC eS £ 

Mr. Dunuar. The procedures of the Wiggins committee have been 
made available, I know, to the subcommittee of the Ways and Means 
Conimittee. 


The Cnamatan. When ? 
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Mr. Dunxuar. About the middle of 1951, some time in there. 

The Ciuammuan. All right. And I quote again from this memo 
randum and ask vou to state whether this is true. 

It was only about 2 weeks ago that the chief of staff of the joint committee was 
able to secure from the General Counsel of the Treasury, on a confidential basis, 
copies of the proceedings of the Wiggins committee and the engineering report 
Now, of course, that would be long after this reorganization plan was 
filed. Will vou state whether that is true or not: 

Mr. Dunuar. Well, I don’t know whether it is true or not. sir but 
I do know this. that the House committees had those reperts months 
before that, and I don’t understand why, it they wanted the report, 
they did not ask for it. 

The Crairman. Well, this would imply that they had sought it 
and had been unable to get it. 

Mr. Dunuar. I ean not help what it implhes, sir, but if they had 
asked me for it they would have gotten it immediately. 

The Cratrrman. Now, let’s see. JT want to see if this statement is 
true, because if it is not true it should be refuted. I don’t know 
whether it is true or not: 

It was only about two weeks ago that the Chief of Staff of the Joint Committee 
was able to secure from the General Counsel of the Treasury, on a confidential 
basis, copies of the proceedings with the Wiggins committee and the engineering 
report, 

And I assume the engineering report refers to this Cresap, MeCor 
mick and Paget report, I don’t know. 

Was there any other engineering report ¢ 

Mr. Duntar. No, sir. All TI can say to that is this, that I don’t 
understand why the counsel for the Joint Committee would have 
gone to the General Counsel of the Treasury to get something on a 
confidential basis, when he could have had it for the asking by merely 
calling up the Bureau of Internal Revenue. 

The Cuairnman. Was it voluntarily submitted ? 

Mr. Dunnap. It was never voluntarity submitted, and it was never 
requested, It was submitted to the committee of the House that was 
analyzing the Bureau. 

The Cuatmman. Well, these statements have come to us, and Tam 
doing my best to get the facts. IT trust. Mr. Commissioner. that we are 
all interested in laying the cards on the table here and getting the 
whole facts so that this committee may have the benefit of the facts. 

Mr. Duntar. May I make the statement that there has never been 
any inclination upon the part of the Bureau to keep any report o1 
anything of that nature concerning our organization, or anything 
else, away from any committee of the House or Senate that have had 
an interest in seeing it. We have been delighted to go over all our 
troubles with anyone who would talk to us about them. 

The Carman. Are there any further questions / 

Senator Dworsuak. When was the report of the management 
engineers first submitted to any of the congressional committees or 
made public ¢ 

Mr. Dunuar. That is the information that we are getting the dates 
on in accordance with the request of vesterday, sir, that we will fur 
nish to you. (See p. 856. ) 
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Senator Dworsnuak. You don’t know that ? 

Mr. Duntap. Not offhand, I can not remember. 

Senator Humpnrey. May I be of a little help? I have a copy of 
that report in my hand that was published in 1948 under Public Law 
147 of the Eightieth Congress. 

Senator Dworsnax. The complete report of the management 
engineers ¢ 

Mr. Humeurey. No. I thought you said of the Advisory Com- 
mittee. 

Senator DworsHak. No; I said the management engineers. 

Senator Humpnrey. I am sorry. 

Mr. Duntap. It has been given to two or three committees, but I 
don’t know when. I told the chairman that I would get the dates 
and furnish them. 

Senator Dworsuak. I was surprised when a copy of the report was 
handed to me yesterday with the stipulation that it had not yet been 
released, and it was questionable whether I could quote any part of 
the report, 

Mr. Dunnar. Well, I don’t understand that, 

Senator Dworsuak. That is what I am trying to clarify, and see 
just when the report was made available, and if it contained any 
valuable information why it was not submitted weeks or months ago 
to the proper congressional committees. 

The CuarrmMan. Senator Nixon? 

Senator Nixon. I understood you to say earlier that you could deal 
effectively with the problems of corruption, or call it what you will, 
that we have been concerned with under the present system. 

Would you say that in your opinion at this time, that vour house- 

cleaning has been completed ¢ 

Mr. Dun ar. No sir, I would not, because that has to be a con- 
tinuing process in any organization the size and complexity of the 
Bureau. That is a never-ending prob lem. 

Se ni itor Nixon. What I was particularly referring to is this, do you 
feel that you have at this time effectively dealt with the major prob- 
lems that existed, or can we, or are there investigations in progress 
which indicate hanks more serious revelations may come in the future? 

Mr. Duntar. We feel that they have either been adequately dealt 
with, or are being adequately de: alt with. 

Our investigations of our entire set-up are continuing, 

I would like to read a paragraph from that same report that we 
have been discussing, the Joint Committee report, which states, as 
follows, and it is somewhat in line with the answer to your question, 
sir: 


In our appraisal of the scope and character of the problems of the revenue 


service we fortunately have felt able to take certain considerations for granted. 
We feel that the standards of integrity maintained by the Bureau in the con- 
duct of the Government’s business are of a very high order. Thisis truly remark 
able, in view of the size and decentralized character of this organization, and 
the inherent nature of tax determination which continuously provides oppor 
tunities for lesser standards. 

Honesty is not the only course open to thousands of Bureau employees, yet 
few choose to follow any other. 


Now, what we are doing, sir—— 
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Senator McCarriry. When was that written ? 

Mr. Duntap. We are trying to find out the few who might choose 
to follow some other course. 

Senator McCarrny. When was that written ? 

Mr. Duniap. That was the same joint committee report we have 
been discussing, Senator McCarthy. 

Senator McCarruy. When was it? 

Mr. Dunuar. 1948. 

Senator Nrxon. I realize that you cannot comment on the thou- 
sands of employees, because obviously in any organization there would 
be some malfeasance and misfeasance occurring from time to time, 
but to be spec ific, let’s take the collectors’ offices, do you feel that you 
have completed your investigation of the collectors’ offices, and that 
the balance of collectors of internal revenue are h: widling their offices 
honestly and efliciently at the present time ? 

Mr. Dr NLAP. | would say that the present indications are that that 
is true. 

Senator Nixon. And that no more will need to be removed 2 

Mr. Dunuar. Well, I would not go that far, because 1 have made 
that statement once or twice before, and the very next day something 
turned up and slapped me right in the face. 

The Cuarrman. Well, gentlemen, so far as I know this concludes 
the testimony of Commissioner Dunlap. 

Now, some question has come up that will necessitate a decision 
in executive session, and possibly some further testimony will be he ore 
this morning, ine xecutive session. There fore. the committee is goin 
to recess for 5 minutes and the room will be cleared. We will ask 
Under Secretary Foley and Commissioner Dunlap to remain available 
fora fs w minutes until we can settle the procedural course that is to 
he followed. 

Senator Humpnrey. Mr. Chairman, may I just make one request 
before we recess? 1 have been disturbed by the apparent difference 
of opinion and expression between the Commissioner and what you 
have quoted from the chief of staff on the joint committee. 

The CnHatrMan. I think this comes from the staff of this com- 
mittee, which requested the information from the staff of the joint 
committee. These are memorandums handed to me by the staff direc- 
tor of this committee. 

Senator Humpurey. The implication is that the chief of staff of 
the joint committee sought information that he did not get. I think 
it might be well to vet the chief of staff of that committee in here 
and have a little talk with him and see whether or not he really sought 
it or whether he just thought he sought it. becouse somebody is Wrong 
here. 

The Commissioner says that the information was available, and 
I want to find out how much exploration was done on this engineering 
report. 

The saan MAN. Well, we might call someone from the Finance 
Committee, or have the staff director of the joint committee give us 
the facts ral the record. 

Senator Humrpnrey. Yes; either one. 
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(Subsequently, the following letter was received from the chief of 
staff of the Joint Committee on Internal Revenue Taxation :) 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON INTERNAL REVENUE TAXATION, 
Washington, March 5, 1952 
Hon. JoHn L. McCLELLAN, 
Chairman, Committee on Government Operations, 


United State Senate, Washington, D. C 

DreaAR Mr. CHAIRMAN: Reference is made to your inquiry as to the date the 
engineering study of the Bureau of Internal Revenue, known as the Paget report, 
Was first made available to us. 

Pursuant to instructions of the chairman of our committee, we have been secur- 
ing data on Reorganization Plan No. 1 since February 1, 1952. The Secretary 
designated the general counsel for the Treasury as the proper person to consult 
with us in obtaining this data. The Paget report was requested by this office and 
was received on February 12,1952. This date has been verified by the Treasury. 
Other data, including the Wiggins committee studies, which we also requested, 
was subsequently furnished. We have not been invited to participate in any of 
the reorganization studies undertaken by the Treasury and the Bureau. 

Respectfully yours, 


Couin F. Stam, 
Chief of Staff. 
(The Chairman, at the request of Senator Humphrey. submitted 
for msertion in the record, the following news release of the Citizens 
Committee for the Hoover Report :) 


James P. Mitchell, chairman of the Special Committee on Federal Personnel 
Policy of the Citizens Committee for the Hoover Report, today announced that 
22 nationally known personnel leaders joined with him in endorsing Reorgani- 
zation Plan No. 1 of 1952, to reorganize the Bureau of Internal Revenue. The 
plan, which passed the House of Representatives unanimously on January 30, 
1952, is now before the Senate 

A presidential reorganization plan takes effeet automatically 60 days after 
submission to Congress unless it is vetoed by a constitutional majority of either 
House of Congress. In the case of the Senate, the opponents must muster 49 
adverse votes. Unless vetoed by the Senate, the plan takes effect automatically 
on March 14, 1952 

“This plan.” said Mitchell, who is also vice president of Bloomingdale Bros., 
Inc.. of New York City. “would strike a heavy blow against political patronage 
and fer clean Government.” He and his group also stated: “We urge adoption 
of Reorganization Plan No. 1 of 1952.° The signatories of the statement issued 
by the Special Committee on Federal Personnel Policy are: 

James P. Mitchell, vice president, Bloomingdale Bros., Inc., New York City: 
Hi. W. Botruff, personnel and labor relations director, Sealed Power Corp.. Mus 
kegon, Mich.: Samuel L. H. Burk, director of industrial relations, Pittsburgh 
Piate Glass Co., Pittsburgh, Pa.: H. R. Catherwood, budget and personnel dire« 
or, city and county of Denver, Denver. Colo.; W. N. Chapman, personne! diree 
tor, H. P. Hood & Sons, Boston, Mass.: Burr Dailey, New York City: Ernest 
de la Ossa, director of personnel, National Broadcasting Co., Inc., New York 
City: Matthew L. Devine, Cresap, McCormick & Paget, Chicago, Tl; Howard 
M. Dirks, vice president, Carrier Corp., Syracuse, N. Y.; Earl G. Harrison, 
Schnader, Harrison, Segal & Lewis, Philadelphia, Pa.: Mrs. Elinore M. Herrick, 
personnel director, New York Herald Tribune, New York City: M. G. Jones, 
president, the Store Kraft Mannfacturing Co., Peatrice, Nebr.; Milton E. Kahn, 
chairman, Oregon's Citizens Committee for the Hoover Report, Portland, Oreg 
Dr. Gladys M. Kammerer, department of political science, University of Ken 
tucky, Lexington, Ky.: Richard V. Mulligan, director of personnel, Johnson & 
Johnson, New Brunswick, N. J.; Dr. Emery EF. Olson, dean, School of Public 
Administration, University of Southern California, Los Angeles, Calif.: Samuel 
H. Ordway, Jr.. vice president, the Conservation Foundation, New York City: 
Richard M. Paget. Cresap, MeCormick & Paget, New York City: Col. E, W 
Palmer, president, Kingsport Press, Inc., Kingsport. Tenn.: Lt. Gen. Willard 8S 
Paul, retired, Oklawaha, Fla.: Dr. John A. Perkins, president, University of 
Delaware, Newark, Del.; P. B. Rauschelbach, personnel director, American 
Cyvanamid Co... New York City: Clark C. Sorensen, industrial relations manager, 
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Harris-Seybold Co., Cleveland, Ohio; John A. Stephens, vice president, indus 
trial relations, United States Steel Co., Pittsburgh, Pa.; Dr. Kenneth 0. Warner, 
director, Civil Service Assembly of the U. S. and Canada, Chicago, Ill.: James 
R. Watson, executive director, National Civil Service League, New York City; 
Ivan L. Willis, vice president, industrial relations, International Harvester Co., 
Chicago, Ill.; H. J. Wunderlich, dean of students, Montana State University, 
Missoula, Mont. 


(The following letter was submitted for the record :) 


CHAMBER OF COMMERCE OF THE UNITED STATES. 
Washington 6, D.C... March 3, 1952 
Hon. Joun L. MCCLELLAN, 
Chairman, Committee on Expenditures in the Brecutive Depa 
United States Senate, Washington. D. CG. 

DEAR SENATER MCCLELLAN: The Chamber of Commerce of the United States 
urges your committee to report unfavorably on the President's Reorganization 
Plan No. 1 of 1952 concerning the Bureau of Internal Revenue. The chamber 
recommends that Congress devote adequate time to consideration of substitute 
proposals 

The chamber does not support plan No. 1 because the proposals would not 
rectify the basie conditions under which inefficiency of operations and faulty 
administration of the internal-revenue laws have evolved. Furthermore, it 
does not appear that the reorganization proposals would safeguard the rights 
of taxpayers regarding pending or prospective suits, refunds, or other remedial 
actions to which they are now entitled. 

The structure and operations of the Bureau of Internal Revenue are so vital 
to the well-being of the Nation that its reorganization should be undertaken only 
after exhaustive investigation by the Congress to determine the measures neces 
sary to increase efficiency and eliminate arbitrary or partial administration of 
the tax laws. In view of developments, the 60-day period allowed for considera- 
tion of plan No. 1 is not deemed to be adequate. 

Persuasive testimony upon the above and other important points already has 
heen presented to your committee by Senator Walter I. George, chairman of the 
Finance Committee of the Senate 

Cordially yours, 


MIILES 


The Cuaiman. All right. We will stand in 
(Whereupon, at 11:30 a. m. the committe 


chided 





APPENDIXES 


APPENDIX A 
[S. 2747. 82d Cong., 2d sess.] 


A BILL To provide for more effective administration of the Bureau of Internal Revenue 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That there are abolished the offices of Assist 
ant Commissioner, Special Deputy Commissioner, Deputy Commissioner, Assist 
ant General Counsel for the Bureau of Internal Revenue, Collector, and Deputy 
Collector, provided for in sections 38905, 3910, 3915, 3931, 3941, and 3990, re 
spectively, of the Internal Revenue Code. The provisions of the foregoing 
sentence shall become effective with respect to each office abolished thereby at 
such time as the President shall specify, but in no event later than December 
1, 1952. The Secretary of the Treasury shall make such provisions as he shall 
deem necessary respecting the winding up of the affairs of any oflicer whose oflice 
is abolished by the provisions of this section. 

Sec. 2. (a) New offices are hereby established in the Bureau of Internal 
Revenue as follows: (1) Three offices each of which shall have the title of 
Assistant Commissioner of Internal Revenue; (2) so many offices, not in excess 
of twenty-five existing at any one time, as the President shall from time to time 
determine, each of which shall have the title of District Commissioner of Internal 
Revenue: and (3) so many other offices, not in excess of seventy existing at 
any one time, and with such title or titles, as the President shall from time to 
time determine. ° 

(b) There is hereby established in the Department of the Treasury a new 
and additional office which shall have the title Assistant General Counsel, 

Sec. 3. Each Assistant Commissioner and District Commissioner, the Assistant 
General Counsel, and each other officer provided for in section 2 of this Act shall 
be appointed by the President, by and with the advice and consent of the Senate, 
and shall receive Compensation which shall be fixed from time to time pursuant 
to the classification laws, as now or hereafter amended, except that the com 
pensation may be fixed without regard to the numerical limitations on positions 
set forth in section 505 of the Classilication Act of 1949, as amended (5 U.S. C 
1105). 

Sec, 4. There are transferred to the Secretary of the Treasury the functions, 
if any, that have been vested by statute in officers, agencies, or employees of the 
Bureau of Internal Revenue of the Department of the Treasury since the effective 
date of Reorganization Plan Numbered 26 of 1950 (15 F. R. 4935). 

Sec. 5. (a) Nothing in this Act shall be construed to impair any right or 
remedy, including trial by jury, to recover any internal-revenue tax alleged to 
have been erroneously or illegally assessed or colleeted, or any penalty claimed 
to have been collected without authority, or any sum alleged to have been 
excessive or in any manner wrongfully collected under the internal-revenue 
laws 

(b) For the purpose of any action to recover any such tax, penalty, or sum, 
all statutes, rules, and regulations referring to the collector of internal revenue 
shall be deemed to refer to the officer whose act or acts referred to in subsection 
(a) gave rise to such action. The venue of any such action shall be the same 
as under existing law. 


APPENDIx B 


STATEMENT OF SENATOR JOHN L. MCCLELLAN 


I am today introducing a bill to provide for reorganization of the Bureau of 


Internal Revenue, which is the subject of pending Presidential Reorganization 
Plan No.1 of 1952. The bill contains the following sections : 
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Section 1 abolishes collectors and deputy collectors of internal revenue and 
their supervisory oficers, other than the Commissioner of Internal Revenue. 
Abolition will occur at such time as the President shall specify, but in no event 
later than December 31, 1952. The Secretary of the Treasury 
up the affairs of any officers whose offices are abolished. 

Section 2: New cflices in the Bureau of Internal Revenue are created as fol- 
lows: Three Assisiant Commissioners ; 


is to wind 


up to 25 district commissioners as the 
President shall from time to time determine; and up to 70 officers with such 
titles as the President shall from time to time determine. n addition, a new 
Assistant General Counsel is to be established in the Department of the Treasury. 

Section 3: Compensation for the new oflicials is to be fixed without regard to 
the limitations in section 505 of the Classification Act of 1909, as amended. 
This act fixed a limit on the number of so-called supergrade appointments in 
the Federal Civil Service at grades 16, 17, and 18 ranging up to salaries of 
$14,800 a year. In addition, section 3 provides that all new offices created by 
the act shall be appointed by the President, by and with the consent of the 
senate. 

Section 4 transfers to the Secretary of the Treasury the functions vested by 
statute in the Bureau of Internal Revenue or the Department of the 
since the effective date of Reorganization Plan No. 26 of 1950 

Section 5 is designed to preserve the present right of trial by jury in 


Treasury, 


\ suits 
brought locally by taxpayers against collectors of internal revenue for the refund 
of taxes improperly collected For this purpose, the bill applies thi 
bilities of the existing collectors of internal revenue to the Comparable officers to 
be established under this bill. 

This bill replaces Reorganization Plan No, 1 of 1952 transmitted by the Presi- 
dent on January °4, 1952, providing for reorganization of the Bureau of Internal 


responsi- 


Revenue. It contains the specific language of the Presidential proposal with two 
major exceptions : 


(1) Plan No. 1 would place the supervisory personnel of the Bureau of Internal 
Revenue under the Classified Civil Service In contrast, my bill « 


ontinues the 
le? as Presiden 


officials who are to replace the present collectors of internal reven 
tial appointees, by and with the advice and consent of the Senate 


(2) My bill specifically continues the right of taXpayers to bring suits in 
district courts for tax refunds. During the hearings on plan No. 1 of 1952, legal 
doubts were raised on this score by the American Bar Association, Senator 


Walter F. George, and others 





